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GENERAL 


Analysis of Foreign Economic Interests 


93ICMO0447A Bevyineg XIANDAL GUOJI GUANXI 
[CONTEMPORARY INTERNATIONAL RELATIONS] 
in Chinese No 44, 20 Jun 93 pp 1-7 


[Article by Yan Xuetong: “Preliminary Analysis of 
China's Economic Interests Involving Foreign Coun- 
tries” | 


[Excerpt] [passage omitted] China's Economic Interests 
in Relation to the Different Regions of the World 


|, China's economic interests involving foreign countries 
mainly involve Hong Kong and the developed countries; 
this situation will remain basically unchanged for the 
next 10 years 


The main markets for China's goods for export and the 
main sources of technologies introduced into China are 
the developed countries. Currently, 75 percent of 
China's exports are destined for Hong Kong and the 
developed countries; this proportion will remain 
unchanged in the short run. China's technology imports 
mainly come from the Group of Seven Western coun- 
tries and Russia. Although China is a developing 
country, in some areas China enjoys scientific and tech- 
nological levels that are much higher than those of 
ordinary developing countries and that are not inferior 
to those of the newly industrializing countries; in certain 
areas China can even compete with developed countries. 
Because of this unique feature, only the developed 
countries have the technologies that China needs. With 
the rapid growth of the Chinese economy, China will 
have ever greater demand for such high-grade, precision, 
and advanced industrial products from Western coun- 
tries as aircraft, machinery, vehicles, and industrial 
materials. The share of imported industrial manufac- 
tured products in China's overall imports rose from 65.2 
percent in 1980 to 83 percent in 1991. 


China's economic interests involving the developed 
countries mainly involve the United States and Japan. 
The United States and Japan are the greatest economic 
powers in the world, and are, besides Hong Kong, also 
the main markets for China's products. In 1991, China's 
exports to Japan and the United States accounted for 
14.2 percent and 8.6 percent (over 20 percent according 
to U.S. statistics) respectively of the total value of 
exports. The United States has approximately 2,300 
investment projects in China, with the investments total- 
ling over $5 billion. The GNP of the United States and 
Japan together account for 40 percent of the world total. 
Thus, to promote her economic interests overseas, China 
naturally has to focus on the markets and capital of the 
United States and Japan. In addition, the United States 
and Japan lead the world in science and technology. If 
China can develop good cooperative relations with them, 
the United States and Japan can become the countries 
from which China will introduce advanced foreign tech- 
nologies in Most cases. 
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European countries are now the main source of technol- 
ogies that China introduces. Relations between China 
and the United States have yet to be normalized, after 
having deteriorated in 1989. In the meantime, Japan is 
trying 10 maintain a certain scientific and technological 
gap between itself and China, and therefore the Japanese 
are keeping a strict control over technology exports to 
China. Presently, the complete sets of equipment and 
technologies imported by China have mainly come from 
European countries. In 1991, 57 percent of the complete 
sets of equipments and technologies imported by China 
came from West European countries. There were || 
countnes and areas from each of which over $100 
millior’s worth of imports came; they were ranked as 
follows: Germany, France, Japan, the United States, 
Italy, Hong Kong, Switzerland, Austria, Britain, Canada, 
and Finland, with seven being European countries. Of 
the six countries and areas from which China's tech- 
nology imports mainly came from in that same year, five 
were 19 Europe; they were the former Soviet Union, 
Italy, Ebritain, Germany, and Spain. China and the Euro- 
pean countrics are similar to each other in terms of 
comprehensive strength, and there are no actual conflicts 
betwecn them in terms of their geopolitical interests; 
therefore, it is easy for them to achieve peaceful coexist- 
ence. In addition, there exists economic complementa- 
rity between them. As a result, it 1s easier for China to 
impor technologies from West European countries than 
from Japan or the United States. Because Russia and the 
CIS countries have an urgent need for foreign exchange, 
they may also become a region from which much of 
China's technology imports can come 


2. China’s economic interests are expanding faster in 
Asia than in other region in the world, and the Asian 
region will be the base for China's effort to expand 
external economic cooperation in the early 21st cen‘ury. 


Asia iS experiencing robust economic growth, and 
China's exports to this region are growing rapidly. In 
contrast to the situation in the West where the economy 
has been in the protracted doldrums, some Asian coun 
tries aid areas have enjoyed high-rate economic growth. 
The 1991 and 1992 economic growth rates were 8.8 
percent and 8.7 percent respectively for Malaysia; 8.4 
percent and 7.3 percent respectively for the ROK; 7.5 
percent and 7.4 percent respectively for Thailand; 7.3 
percert and 6.4 percent respectively for Taiwan; 6.7 
percent and 5 percent respectively for Singapore; and 6.4 
percent and 6.5 percent respectively for Indonesia. As 
those countries and areas have enjoyed rapid economic 
growth, the Asian region’s dependence on exports has 
markedly increased; the rate of dependence rose from 34 
percent in 1985 to 39 percent in 1990. In terms of the 
situations regarding individual countries and areas of the 
region, the rate was: 30 percent for Japan; 34 percent for 
the newly industrializing areas; 53 percent for the 
ASEAN countries; and 60 percent for China (in this 
respect, the rate was 61 percent for the EC). In 1991, 
China’s exports to Asia grew faster than to any other 
region, with an increase of $8.73 billion over 1990 
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Hong Kong and Macao have invested the most in the 
Chinese mainland; the investment from Taiwan is the 
next largest. The other countries among the 10 countries 
which have invested the most are ranked as follows: the 
United States, Japan, the ROK, Singapore, Canada, 
Thailand, Australia, and Malaysia. 


Asia is also the main source of tourists visiting China 
and the main market for China's technology exports. In 
1992, 18.481 million Asian tourists visited China, 
accounting for 48.4 percent of the total number of 
tourists (38.1161 million) who visited China. In this 
respect, more of those tourists came from Hong Kong or 
Taiwan than from any other country or area. Six coun- 
tries and areas had their numbers of tourists visiting 
China increased by 50 percent in 1991; five of those 
countries were in Asia. Of the 15 countries which had the 
largest numbers of tourists visiting China, nine were in 
Asia (Hong Kong and Taiwan were not included here). 
Of the seven major receiving countries and areas of 
China's technology exports in 1991, six were in Asia, 
with Hong Kong being the area which received the 
largest number of technology exports projects (49 
projects); the country which accounted for the largest 
amount of exports in terms of monetary value was 
Pakistan ($182 million). 


After the Cold War ended, European integration and the 
North American Free Trade Area have been developing, 
while regional trade protectionism has been on the rise. 
All this will to some extent hamper the development of 
economic cooperation between China and European and 
American countries. Under such circumstances, China 
will naturally give even greater emphasis to economic 
cooperation with neighboring Asian countries. Asian 
countries are faced with the pressure generated by the 
regional protectionism in Europe and the United States, 
and will therefore naturally try to enhance intraregional 
economic cooperation. Thus China has become their 
important cooperation partner. 


3. China’s economic cooperation with the developing 
countries outside Asia is still of secondary importance, 
and needs to be further improved and strengthened. 


Since the early 1980's, most of the developing countries 
outside Asia have been experiencing economic stagna- 
tion or deterioration. Many developing countries have 
accumulated huge amounts of debts, and lack purchasing 
power. The proportion of China’s trade with developing 
countries has been declining. Developing countries’ 
trade with China accounted for 16.5 percent of the total 
value of China’s foreign trade in 1987; that proportion 
fell to 13.44 percent in 1991. At the same time, the 
proportion of the total value of China's exports 
accounted for by exports to developing countries fell 
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from 19.6 percent to 14.5 percent. In 1991, China's trade 
with Africa totalled $1.43 billion, China's trade with 
Latin America totalled $2.36 billion; and China's trade 
with Oceania (excluding Australia) totalled $270 million 
The total value of trade with the three regions was 
smaller than the value of China's trade with Germany 
alone. In 1991, China’s exports to those three regions 
totalled $1 billion, $890 million, and $92 million respec- 
tively; the combined value of exports to the three regions 
equalled only 80 percent of the value of China's exports 
to Germany. China’s main imports consist of complete 
sets of equipment, raw materials for the chemical 
industry, chemical fertilizers, steel products, and grain. 
Most of those products are things that developing coun- 
tries are unable to provide. With scientific and techno- 
logical progress and development in China, China will 
not rapidly increase her demand for the primary com- 
modities from developing countries. Besides trade, those 
countries will not be able to do much in terms of such 
things as investment, tourism, and technology introduc- 
tion in China, because of their economic difficulties. In 
the near term, China will face many difficulties in 
developing market in developing countries. 


The cooperation between countries of the Middle East 
and China in the areas of energy and labor service 
projects has some development potential. Currently, 
energy is already in short supply in China. With the 
expansion of the economy, China's demand for Middle 
Eastern oil will greatly increase. Because of the petro- 
dollars, countries of the Middle East have greater finan- 
cial capacity for capital construction than African and 
Latin American countries do. The price of Chinese labor 
is low, and China’s engineering technological capabilites 
can basically meet the requirements raised by developing 
countries. Consequently, China is very competitive on 
the capital construction markets in the countries of the 
Middle East. In 1979-1991, in each of such countries as 
Iraq, Yemen, Kuwait, and Pakistan, China’s volume of 
business in this field totalled over $400 million. 


As shown in the analysis above, with the continuation 
and expansion of reform and opening up to the outside 
world, China’s economic interests involving foreign 
countries will further expand, and will become an impor- 
tant component of China’s national interests. The con- 
tinuous development of China’s economic interests 
involving foreign countries will accelerate the integra- 
tion of the Chinese economy into the world economic 
system, and will affect China's external economic policy 
in many ways. China will actively seek to restore her 
Status as a signatory state of the GATT, adjust and 
reform such economic systems, laws, and regulations as 
those governing finance, accounting, and auditing on the 
basis of referring to the customary rules and practices 
used in the world economy, so as to make the economic 
system more market-oriented and more open. 
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NATIONAL AFFAIRS, POLICY 


Real Estate Market Blamed for Economic 
Overheating 


Y3CE0767A Hong Kong CHIU-SHIH NIEN-TAI [THE 
NINETIES] in Chinese No 7, Jul 93 pp 44-45 


[Article by Sha Ming: “Real Estate Craze, Cause of the 
Economic Crisis”’] 


[Text] The sudder real estate craze on the mainland last 
year absorbed lar, > amounts of funds, and stimulated 
industrial production and import, resulting in the overall 
overheating of the economy. Real estate development 
has gone beyond what the purchasing power of mainland 
people can support, and has been based on the overesti- 
mation of Taiwan and Hong Kong people’s inclination 
to buy property on the mainland. The failure to sell a 
large amount of buildings triggered an economic crisis. 


The main cause of the economic crisis on the Chinese 
mainland triggered by economic overheating was the 
sudden real estate craze and stock craze last year. In this 
regard, the blind development of real estate had the 
biggest impact. 


Everyone tried to join the action, leading to duplicate 
investments 


The real estate craze developed after Deng Xiaoping 
made his southern inspection remarks last year. At that 
time, first, such localities as Dongguan, Zhongshan, 
Danshui, and Hutyang outside the Shenzhen Special 
Economic Zone in Guangdong Province began to build 
luxury apartment buildings, and tried to sell the build- 
ings by advertising them in Hong Kong publications. 
Later, regions in the hinterland also followed suit. Var- 
ious regions—including Xiamen, Tianjin, Shanghai, Bei- 
jing, Qingdao, and even some remote regions—all joined 
the action and began to develop real estate. Most of the 
buildings were marketed in Hong Kong. According to 
one source, based on price calculations, the developers 
believed that as land cost was low and as the main costs 
consisted of those for construction materials and the 
expenditures for supporting projects such as those 
relating to electricity supply, water supply, roads, pre- 
paring the ground (supplying three links and one level), 
the floor space could be sold at the price of 4,000-5,000 
yuan a square meter (One square meter equals 10 square 
feet, and 3.6 square meters equal approximately one 
ping), a price that would be considered cheap in Taiwan 
and Hong Kong. Even with the floor space sold at such a 
low price, such development could still be very profitable 
for real estate developers. But were such calculations 
based on market investigations? Obviously not. 


Amidst the activities of economic reform encompassing 
opening to the outside world, reinvigorating the 
economy, and increasing local autonomy, everyone 
rushed into real estate development, resulting in dupli- 
cate investments. Many factories and enterprises used 
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the state-allocated funds—including key project funds— 
for developing real estate. In addition, they also raised 
funds through such means as issuing stocks, thereby 
absorbing large amounts of funds in society and affecting 
the situation regarding people's savings deposits at 
banks. 


Stimulating the economy, leads to overall overheating 


First, the real estate craze stimulated industrial produc- 
tion, mainly the production of steel products, aluminum 
products, cement, plate glass and other construction 
materials. As a result, the output of each of those 
category of construction materials increased by 20-30 
percent last year, while the price rose by one to four 
times. In addition, import of these construction mate- 
rials was also stimulated. For, later the panic buying of 
construction materials produced by the mainland itself 
made the prices higher than the prices of imported 
construction materials, resulting in large amounts of 
imports. 


The real estate craze had an even greater stimulating 
effect on fixed asset investment. On the one hand, fixed 
asset investment was required by industrial growth; on 
the other hand, fixed asset investment was also needed 
for “supplying three links and one level.’ According to 
one source, statistical analysis showed that local govern- 
ments would have to appropriate funds totalling 2,000 
billion yuan for completing the supporting projects 
relating to “supplying three links and one level.” In other 
words, the total income of the country last year would 
not be enough for such investment. 


The real estate craze also led to capital shortages, to the 
decline in people’s savings, and to the need for the state 
to greatly increase money supply. As a result, there has 
occurred such a situation where people are scrambling 
for funds everywhere, where people are raising funds at 
high interest rates everywhere, and where banks are 
faced with a deposit crisis. 


Prices are rising, farmland is set aside 


High interest rates, large increases in money supply, and 
the rapid growth in imports have naturally led to rising 
prices. The inflation situation is already rather serious. If 
the situation is allowed to develop further, the inflation 
rate by the end of the year may be several times the rate 
for any of the previous several years. Also, the renminbi 
[rmb] exchange rates have declined greatly. At present, 
there is no way of accurately predicting how much 
further the rates will decline. But it is generally believed 
that by the end of the year a rate of one dollar to 15 yuan 
rmb is possible (the current official rate is one dollar to 
5.74 yuan rmb). 


The real estate craze on the mainland has also affected 
agricultural production. Last year alone, over 2,600 mu 
of land was set aside to be used for building purposes, 
but only less than | percent of that land was actually 
used. As a large amount of land was set aside and 
unused, agricultural production was naturally affected. 
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Of special importance is the fact that most of the land set 
aside 1S situated in the southeastern coastal regions 
where agricultural production is rather developed. 


Lack of purchasing power, buildings remain unoccupied 


Why has the real estate craze led to an economic crisis? 
Under similar circumstances, real estate developers in 
Hong Kong and Taiwan can gain rather high profits. 
Where does the problem with the mainland situation lie? 


The key problem ts that real estate development on the 
mainland has been carried out in a blind manner. A 
substantial amount of the real estate consists of luxury 
country houses and luxury apartments. Basically, in view 
of the real estate prices at the present time, mainland 
people do not really have the necessary purchasing 
power. On the other hand, the inclination and capacity 
to buy mainland real estate on the part of Hong Kong 
and Taiwan people and overseas Chinese were overesti- 
mated. Consequently, many buildings remain unsold, 
resulting in the accumulation of unsold buildings. 


Take the example of the luxury country houses in Shen- 
zhen. The most expensive ones sell at the price of 24,000 
yuan a square meter (i.e., 2,400 yuan a square foot), 
which is very close to real estate prices in Hong Kong. 
Very few people have in fact shown any interest in 
buying those houses. Even the price for the housing for 
ordinary mainland employees is also as high as 5,000 
yuan a square meter; thus a unit with 60 square meters of 
floor space would cost 300,000 yuan, and is much too 
expensive for a mainland employee to be able to afford 
in view of the relevant income level. 


Therefore, in very few cases has 50 percent of such 
housing—whether luxury country houses or employee 
housing—been sold; usually only 10-20 percent has been 
sold. 


Large amounts of capital, industrial products, imports— 
construction materials—and fixed asset investment have 
been used for the purpose of developing real estate. but 
the real estate remains unsold. The real estate craze got 
the economy moving, but there is no market. Conse- 
quently, people cannot get back the money invested, and 
there are no returns on the development. The stimula- 
tion resulting from the real estate craze has also affected 
the national economy as a whole, thereby leading to an 
economic Crisis. 


Two ways of resolving the problems 


People are watching in a focused manner what methods 
the PRC will use to resolve the economic difficulties 
caused by the real estate craze. 


It seems that presently the PRC will adopt the method of 
issuing administrative orders to “slam the brakes” on the 
development of real estate nationwide, and use the 
methods of reducing credit and raising interest rates 
(now raising interest rates may be already unable to 
produce effect) to stop the construction of real estate 
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nationwide. In this way, the funds invested in the real 
estate and in the supporting projects relating to “supply- 
ing three links and one level’ would be wasted. Never- 
theless, first rushing into action and then slamming the 
brake—resulting in the abandonment of all the 
projects—seem to be the law of the PRC's economic 
development, a law which has manifested itself again 
and again over the last few decades. The lesson in this 
regard is never learned. 


Some people argue that the state should adopt a policy of 
protecting real estate so that the construction under way 
will not stop. The way to accomplish that ts: to develop 
lower-grade employee housing, the price of which should 
be less than 2,000 yuan a square meter. In this way, a 
unit would cost approximately 200,000 yuan. Mean- 
while, the state should provide employees with no- 
interest or low-interest loans to cover 75 percent of the 
cost. Thus, an employee would be able to purchase a 
unit, by spending only $0,000 yuan. In addition, 
encourage rich households from rural areas to buy 
housing in cities, and give them residence permits. In 
this way, there can be stimulating effects on the real 
estate market so that the market can have a benign cycle. 


The key issue is that in developing any sector 11 1s always 
necessary to proceed from the situation regarding one’s 
own conditions. Rushing into action and blind invest- 
ment can only result in a vicious cycle in which the 
economy goes from overheating to contraction. 


Officials Discuss Converting Large Enterprises to 
Stock Companies 


93CE0786A Beijing GUANLI SHIJIE 
(MANAGEMENT WORLD) in Chinese No 3. 
24 May 93 pp 62-66 


{Report on opinions expressed at the International Sem- 
inar on Reorganization of China’s Large Enterprises as 
Stock Companies and Development of the Stock Market: 
“Studying the Reorganization of China’s Large Enter- 
prises as Stock Companies”] 


[Text] [Editor's note] On 13-15 April 1993, an Interna- 
tional Seminar on Reorganizing China’s Large Enter- 
prises as Stock Companies and on the Development of 
the Stock Market was held in Beijing. The seminar was 
sponsored by six organizations: the Department of Pro- 
duction Structure of the State Commission for Restruc- 
turing the Economy, the Enterprise Department of the 
State Administration for the Management of National 
Assets, the China Securities Trade Association, the 
China Enterprise Assessment Association, and the China 
Cheng Xin Securities Appraisal Company, Ltd. Leading 
cadres from the state’s relevant departments, renowned 
Chinese economists, legal and accounting specialists, 
enterprise representatives, and representatives from 
over 30 countries and territories, such as the United 
States, Great Britain, France, Japan, Switzerland, the 
Netherlands, and Hong Kong. engaged at the seminar in 
thorough studies, discussions, and a comprehensive 











JPRS-CAR-93-071 
23 September 1993 


exchange of opinions, specifically on the issues of policy 
governing the conversion of China’s large enterprises 
into stock companies, entry of China's large enterprises 
into international stock markets, legal and accounting 
changes required by the conversion of China's large 
enterprises into stock companies and by offering their 
shares abroad. To promote study and sound develop- 
ment of the transformation and reorganization of large 
enterprises into stock companies, this periodical will 
present for the benefit of ou: .eaders the personal 
viewpoints and opinions on the above-mentioned issues 
expressed by some authoritative personalities of the 
government, as well as by economists, legal experts, and 
foreign representatives. [end editor's note] 


Authoritative Personalities of the Government Speak on 
Reorganization of Large Enterprises as Stock 
Companies 


Yuan Mu [5913 2606]], director, Research Office of the 
State Council: 


The 14th CPC National Congress has proclaimed to the 
nation and to the whole world: The purpose of China's 
economic structural reform is to establish a new socialist 
market economy in the interest of further liberation and 
development of the productive forces of Chinese society. 
For every member of the CPC and for the 1.1 billion 
Chinese, development of the socialist market economy 
has become the direction that has to be pursued as with 
one heart, with all mental and physical strength, without 
sparing any effort, and with unswerving perseverance. 
There is no other possibility for us but to advance in this 
direction, and there can be no turning back, as turning 
back would lead into a dead-end street. 


The market economy tha: we intend to develop, in the 
general sense of the term, must, of course, conform to the 
internationally prevailing standards of market econo- 
mies. We must, therefore, first of all, draw lessons from 
the experiences of the developed capitalist countries and 
of some of the newly arisen developing countries, i.e. 
from the practical experiences of these countries in 
developing market economies and their various meth- 
ods—successful methods—of achieving standardization 
through legislation and in other ways. If we do not have 
this insight, it will not be possible for China to find the 
road toward socialist market economy, in fact we may 
even quite possibly be led completely astray. Declining 
to learn from the abundantly accumulated experiences of 
mankind would be extremely foolish, and would also 
make it extremely difficult to achieve success in our 
intended transformation. 


In the development of China's socialist market economy, 
transformation and reorganization of state-owned enter- 
prises is the crucially important key issue. Development 
of our socialist market economy demands, of necessity, 
firm adherence to the principle of retaining a publicly 
owned economy as dominant component of the 
economy. This does not mean to delimit its position 
subjectively, but rather to objectively assert that it can 
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indeed occupy dominant position and can bring its 
superiority into play. However, the present state of 
affairs in this respect is not at all satisfactory. Presently, 
the economic conditions, business mechanisms, opera- 
tional conditions, and economic efficiency of China's 
State-owned enterprises are all highly deficient. To 
change this situation we must adopt new measures; 1.e., 
we must learn from the other experiences in the interna- 
tional arena. Transformation to a shareholding system 
may perhaps be feasible, but if we pursue this road, it 
will by no means be smooth going. It will still require a 
huge effort and arduous exploratory work. 


China’s socialist market economy ts a market economy 
that will be subject to macroeconomic regulation and 
control by the state. How will the state effect regulation 
and control? In the past, we have had the experience of 
regulation and control under the conditions of p!anned 
economy. This experience was to a certain extent suc- 
cessful under prevailing historical conditions. It stimu- 
lated China's economic development, but with the ever 
expanding scale of construction and economy, it proved 
increasingly inadequate and showed up more and more 
deficiencies, even to the extent of seriously restricting 
China’s economic development. We want to preserve the 
advantages of the former planned economy, but also to 
resolutely eliminate its deficiencies and gradually estab- 
lish a system of regulation and control which will meet 
the demands of the developing socialist market 
economy, which will be highly effective, and also scien- 
tific, exercising primarily indirect regulation and con- 
trol. Establishing this system of regulation and control is 
not at all an easy matter. Many countries of the world 
have had successful experiences in this respect, but, of 
course, there have also been some twists and turns along 
the way. It is well worth our while to learn from these 
experiences. 


In a certain sense, modern market economy, comprising 
the socialist as well as the capitalist market economy, 
must be a standardized, institutionalized, and law-based 
market economy. This kind of a market economy could 
perhaps also be called a law-affirmed economy. Any 
market economy without relevant institutions, without 
support in the legal system, and without orderly opera- 
tions will become a catastrophe for the nation and for its 
economy. We must under no conditions go that road. 


In the transformation of China’s large- and medium- 
sized enterprises into stock companies, in the multifar- 
ious economic operations and economic activities 
during the transition, in the way we shall use our 
economic levers, etc., in the whole series of these issues, 
it is therefore necessary that we strengthen legislation, 
strengthen enforcement of law, and strengthen a law- 
based governance. Otherwise, economic order will be 
constantly disrupted in a state of absolute lawlessness 
and chaos. Quite frankly, situations like that have in fact 
already appeared in China's present transition to market 
economy. We must change the disregard for existing laws 
and lax law enforcement which presently prevails, by 
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further strengthening legislation. especially law enforce- 
ment, to have China's market economy evolve toward a 
state of a fairly well-developed standardization and 
law-based governance 


A few further remarks on the transformation to the 
shareholding system. In China's transformation to the 
shareholding system, especially in the transformation of 
State-owned large- and medium-sized enterprises. | 
believe our attention must be directed to change th. 
operational mechanism of enterprises. Instituting the 
shareholding system can of course be a method of raising 
capital for social construction. However, if we mainly 
direct our attention to pursuing the enterprse share- 
holding system to expanding stock issues, creating exces- 
sive development, or a “bubble” economy in China. 
when China’s industrial development has not vet been 
accomplished. we would stnde a road beset with many 
dangers. As we look at the international scene we see that 
some fairly well developed countnes are experiencing 
the dangers of “bubble” economies. If we do not pay 
attention to this point at this time of our initial transi- 
tion to market economy, and at a time when our indus- 
trial buildup is not yet at a satisfactory state. we shall 
quite possibly suffer for it. It does not mean at all that we 
should not develop the shareholding system and not 
develop security markets. Instead, 11 means that with 
regard to the relationship between industnal buildup 
and a “bubble” economy under the present conditions in 
China, the former is the main emphasis, but the latter 
must also be developed: however, it must be develop- 
ment that will benefit the former. Only by doing it in this 
order can we advance on the correct road in order to 
ensure sound economic development. 


Hong Hu [3163 5706}, vice minister, State Commission 
for Restructuring the Economy 


Having Chinese enterprises issue stock and having a 
securities market in China 1s a result of reform. Certain 
enterprises are experimenting in different localities. 
After gaining some experience, these reforms will be 
gradually adopted, and reform remains under continued 
guidance 


The principles governing the reorganization of these 
enterprises: maintaining the publicly owned economy as 
a dominant component, conscientious protection of pub- 
licly owned assets from erosion, implementation of the 
State's industnal policy, promoting readjustment of the 
organizational structure of enterprises: asserting equality 
of stockholders’ nghts, equal nghts for equal number of 
shares, common sharing of profits, common sharing of 
risks. General demands of experimenting with the share- 
holding system are: firmly insisting on locally limited 
experiments, striving for quality not quantity. allowing 
no disorderly activity. Guiding principles for pilot 
projects are: energetic pursuit of pilot projects. strictly 
conforming to standards. advancing at a steady pace. 
achieving sound development. 
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The amendment to the constitution, just passed at the 
First Session of the Eighth National Peopie’s Congress 
[NPC]. clearly states: “The state wall institute socialist 
market economy.” The shareholding system complies 
with the developmental requirements of the market 
economy, and it reflects the organizational system of 
modern enterpnses, as demanded by large-scale social- 
ized production. It has grown in the wake of develop- 
ment of the commodity economy and to that extent, and 
it has grown following improvement standard of living 


Conspicuous progress was achieved last year in expen- 
ments with the shareholding system in China, and exper- 
iments in some enterprises have been very successful 
One major task in the expermmentation with the share- 
holding system is the need for additional economic 
legislation, to strictly standardize enterpnse and market 
activities, SO as to ensure the sound development of these 
expenmentations with the shareholding system. Pres- 
ently, intensive efforts are made to draft a corporate 
company law and a secunties law. Regulations con- 
troling stock issues and trading. as well as a senes of 
other supplementary rules and regulations, will be forth- 
coming. Regulations will also be promulgated to control 
and limit shares bought by staff and workers within their 
own directionally fund-raising companies 


When expenmenting with the shareholding system. 
China must begin realitistically, but must also take full 
advantage of experiences made by various other coun- 
tries and ternitones of the world. International practices 
and methods must be adopted to a much larger extent, in 
order to promote development of the shareholding 
system in the direction of greater standardi-ation 


Xiang Huaicheng [7309 2037 6134), vice minister, Min- 
istry of Finance 


In preparing for the establishment of a model of the 
socialist economic system, we are now facing a senes of 
problems. Among these. two are extremely important. 
they are also problems whose resolution is a matter of 
great urgency. One is how to conduct experments with 
the shareholding system in an effectively guided and 
Standardized way; especially how to promote the share- 
holding system among China's state-owned large- and 
medium-sized enterprises and to effect their flawless 
reorganization. The other problem, linked to the first 
one, is how to ensure the healthy development of China’s 
just-initiated securities market. If both these problems 
can be resolved effectively. progress in the establishing 
the socialist market economy could be accomplished 
more safely and quickly 


Resolution of these two problems presupposes a senes of 
socioeconomic conditions. Ii requires 2 set of sound 
market regulations, it requires an excellent economic 
environment and order, it requires that a pnce reform 
provide a most rational pricing system, and it requires an 
entire set of necessary, flexible measures of macroeco- 
nomic regulation and contro! of considerable force. At 
the same time, it would require setting up and perfecting 
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a senes of intermediary organizations which would ser- 
vice the expenmentation with the enterpnse share- 
holding system and the establishment of a secunties 
market. It would require the training of a group of 
well-qualified lawyers familiar with economic activities, 
and also of a group of registered accountants. It requires 
instituting accounting guidelines and finance regulations 
corresponding to current international accounting prac- 
tices, etc. 


On the question of expenmenting with the shareholding 
system, I beheve standardization 1s more important than 
widest expansion of its adoption. In China, once the 
leadership calls for 1, 11 would be quite possible to 
rapidly set up several thousand pioncenng projects. 
However, standardization differs from widely expanded 
adoption in that the problem of standardization cannot 
be resolved by an appeal from the leadership. Standard- 
ization, especially well-guided standardization, is for this 
reason presently more important for successful progress 
in China’s expermmentation with the shareholding 
system 


We must presently intensify our study and discussion of 
the reform toward the shareholding system and of the 
secunties market issue. This will prevent, as much as 
possible, going astray in the developmental process of 
converting to the shareholding system and developing 
secunties markets. It will also allow us to discover as 
early as possible new situations and new problems, and 
enable us to establish as early as possible the much 
needed systems of joint-stock enterpnses and secunties 
markets, fully conforming to China's national condi- 
nIONS 


Dong Furen [5516 6534 4356], \ ce chairman, Finance 
and Economic Committee of the NPC 


China 1s now in the process of changing from a directive- 
style planning economy to a socialist market economy. 
Any market economy requires for its normal functioning 
a microeconomic foundation that is attuned to the 
operations of the market economy. The microeconomic 
foundation that a market economy requires must be 
enterpnses with clear ownership relations and capable of 
managing their business affairs independently and of 
bearing responsibility for their own profits and losses. 
Only with this type of enterprnses will it be possible. on 
the one hand. to have an economic profit-motivated 
mechanism, and, on the other hand. also a strong profit- 
restraining mechanism. This alone will enable the enter- 
prise to become an entity of market activities, to duly 
react to market signals. and to vigorously participate in 
market competition. In creating the microeconomic 
sector of the market economy, state-owned enterprises. 
especially large state enterprises, present the greatest 
difficulues. This is so because. although considerable 
progress has been achieved in the reform of the staie- 
owned enterpnses since the start of the reform, their 
ownership relanons are still unclear, they are sul! not 
fully independent in their business operations, and they 
are even less capable of bearnnng responsibility for their 
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own profits and losses. As long as the slale-owned 
enterpnses cannot be reformed to become enunes of 
wuarket activites, canaot be fully independent in their 
business Operations, cannot bear responsibility for their 
own profits and losses. there is no way to provide 
China’s market economy with a comprehensive micro- 
economic foundation. It will also make ut very difficult 
to smoothly transform the directive-style planned 
economy imto a market ecoaomy. This, in tum, will also 
make it very difficult to develop and perfect a market 
economy, and makes it even more difficult for 1 to 
operate normally 


There are many different ways to transform silate-owned 
enterpnses into enuties of markel activity, and one 
important way 1S to reorganize the state-owned enter- 
prises Into jOInI-stock enterpnses. This kind of transfor- 
mation is now being carmed out, and muiual results are 
excellent. However, many problems remain unresolved 
For instance, who 1s t0 represent the state-owned shares. 
how can a new kind of “fusion of government admunis- 
tranon and enterpnse management” be prevented, etc 
In the conversion of state-owned enterpnses 10 joint- 
stock compamies. the pertinent reorganization of large 
state-owned enterpnses is of particular significance. as it 
also presents many particular problems and difficultnes 
For instance, large state-owned enterpnses own substan- 
tial assets. When converting them into joint-stock com- 
pames and when breaking up their assets into shares. 
State-owned shares must not take up 100 large a propor- 
uion. This. then, would demand drawing in a huge 
amount of social capital. and how to raise that huge 
amount of capital without senously disturbing the 
money market (e.g. senously affecting bank deposits) is 
indeed a difficult question. Furthermore. assets of large 
State-owned enterpnses are structurally very complex. 
and how to appraise these assets 1s yet another difficult 
question. If appraised too low, it would mean loss of 
State-owned assets, and if appraised too high. un will 
adversely affect the interests of the new shareholders and 
thus hamper the issue of shares. Moreover. these large 
State enterpnses frequently support a very lange array of 
welfare organizations, such as schools, hospitals, can- 
teens, etc. How to handie the assets of such nonprofit 
organizanions when transforming the enterpnse into a 
joint-stock Company, whether they should also be turned 
into shares. and if not, how to maintain and develop 
these organizations. these are also all very difficult 
problems. Large stale enterpnses usually have heavy 
welfare expenditures (such as expenditure for medical 
treatment) and to have to pay substantial amounts for 
old-age pensions. Since China has not yet reformed its 
social securnty system, this may prove an obstacie to the 
reorganization of state enterpmses into joint-stock com- 
panies, as the general public will find the shares. it 1s 
supposed to subscnbe, not very attractive. When being 
converted to joint-stock companies, large state enter- 
prises will also have to resolve a senes of policy prob- 
lems. for instance, the tax policy. profit distnbution 
policy, etc. All these problems must be subjected to 
corresponding readjustments. Using the tax polocy as an 
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Lae Vwanming [S012 @337 2494), deputy director, State 
Assets Admuinrstranon Bureau 
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economic efficiency was raised to a remarkable extent. 
For the period from January to May, enterprises with an 
independent accounting system in our region scored a 
composite efficiency index of 74.0, which was 20.4 
percentage point higher than the same period last year. 
Their profit and tax contributions to the government 
totaled 370 million yuan, or 110 percent more than last 
year’s corresponding period. By the end of June, 18.8 
percent of the enterprises suffered a loss. This was 2.5 
percentage points less than a year ago. 


—Investment was made on a wider scale, and efforts 
were beefed up to develop infrastructure construction. 
From January to June, national units located in this 
region invested 837 million yuan in fixed assets 
(excluding the Zhongwei-Baoji Railway project), an 
increase of 55.8 percent over the same period last year. 
Investment in capital construction amounted to 512 
million yuan, an increase of 53.1 percent over last 
year’s corresponding period. Another 507 million 
yuan were invested in energy and raw materials indus- 
tries, transportation facilities, postal and telecommu- 
nication projects, and other infrastructure programs. 
This amount exceeded the investment made a year ago 
by 49.4 percent. 


—Purchase and sales were brisk on both urban and rural 
markets, while a larger rise in commodity prices was 
noted. During January to June, retail commodity sales 
in the region totaled 2.157 billion yuan, or 18.6 
percent more than last year’s corresponding period. 
The general retail price index rose 10.7 percent, and 
cost of living 11.5 percent compared with the records 
registered a year ago. 


—Residents earned more income, and their living stan- 
dard continued to improve. During January to June, 
an urban resident earned an average income of 92! 
yuan for living expenses, up 24.67 percent over the 
same period last year. As for farmers, the per-capita 
cash income averaged 272 yuan, showing an increase 
of 24.2 percent. After adjustment for inflation, the 
actual increases were 11.9 percent and 10.2 percent 
respectively. As of the end of June, bank savings 
deposits of urban and rural people totaled 5.204 
billion yuan, up 16.1 percent compared with the same 
period last year. 


Problems deserving attention at present are as follows: 
First, capital shortage and insufficient transportation 
facilities are striking prohlems. Their effect on curbing 
economic development is becoming more and more 
apparent. Second, a sharp rise in prices for means of 
agricultural production is exerting a negative effect on 
the development of agriculture. Third, on the whole, the 
quality of our region's economic operations is still low. 
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Shanxi Statistical Bureau Report on Economic 
Development 


YICEO782A Taivuan SHANAT RIBAO in Chinese 
20 Jul 93 p 2 


[Report by the Shanxi Statistical Bureau: “Shanai’s 
National Economic Developments During the First Half 
of 1993 and Development Trends for the Year’) 


[Text] In the first half of 1993, driven by Comrade Deng 
Xiaoping’s southern-tour speeches and the spirit of the 
14th CPC Congress, Shanai’s cconomic development 
pace was clearly faster, with GDP estimated to be up 
about 14 percent over the first half of 1992. We had a 
bumper summer grain harvest, a synchronized growth of 
industrial output and efficiency, higher revenues, brisk 
markets, an emphasis On investment priorities, more 
rational structures, and a continued increase in urban 
and rural incomes. While we generally intensified our 
reforms steadily, and are gradually evolving the frame- 
work for an economic system based on market opera- 
tions, Our economic Operations suffered from too much 
currency issue an’ sharpening fund shortages and rev- 
enue difficulties, with efficiency remaining the crucial 
problem in our economic operations, and the lagging 
reforms in certain fields of our macroeconomic manage- 
ment system unsuited to the rapid conversion of our 
microeconomic activities to a socialist market economy 
foundation 


Economic Growth Was Faster, While Operations Were 
Basically Normal 


In the first half of 1993, economic development 
throughout Shanxi was vigorous, with all indexes 
showing a stronger growth momentum 


1. Our Rural ym Continued To Grow, With a 
Bumper Summer Grain Harvest 


With the “one resistance and two guarantees,” our spring 
planting was solid and effective. Since the spring of 
1993, Shanxi had been subject to sharp winds, high 
temperatures, and little rainfall, making spring planting 
very difficult. So we launched at all levels throughout 
Shanxi a mammoth anti-drought struggle, with all areas 
conducting solid and effective “one resistance and two 
guarantees” work. By 25 May, the data shows that our 
spring planting area throughout Shana: had reached 
26.585 million mu, up 1.445 million mu from the same 
period in 1992. We somewhat adjusted our spring- 
planting crop struciure, with more arca sown to grain 
and vegetables, and less to cash crops 


We had a bumper summer grain harvest. As we empha- 
sized agricultural production, going in a big way for SAT 
invigoration of agriculture and construction of water 
conservancy infrastructures, fully displaying the might of 
our “wind-power plan fields.” and widely disseminating 
improved varieties, such as “Lu wheat No 14.” we 
reaped a bumper summer grain harvest. Projecting trom 
samplings of our 17 summer-grain-surveyed counties, 
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Shanai’s summer grain output reached a record 3.364 
billion kg. up 18.2 percent from 1992. This included 
wheat output of 3.254 billion kg. up 18.5 percent from 
1992 and output of summer grains other than wheat and 
rice of 110 million kg 


Our livestock industry output grew steadily. By the end 
of June, we had 3.013 million head of large livestock, up 
2.1 percent from the same period in 1992, including 
1.862 million head of cattle, up 3.2 percent. We had 
3.938 million hogs, up 3.5 percent, and 7.502 million 
sheep and goats, up 1.5 percent from the same period in 
1992. Our meat output was 162,000 tons, up i1.3 
percent. Our milk output was 89,000 tons, up 1.6 per- 
cent. As our poultry and egg demand was up, market 
prices rose, while poultry and egg output grew faster 


Our township industries grew rapidly. Statistics from the 
Shanai Township Enterprise head office for the first half 
of 1993 show our township enterprise gross output value 
was 32.31 billion yuan, up 92.5 percent from the same 
period in 1992, while our township enterprise gross 
income was 26.23 billion yuan, up 100 percent 


2, Our Industrial Grew More, With Some 
Improvement in Our Economic Efficiency Index 


Our industrial output grew more quickly. In the first half 
of 1993, Shanai’s GVIO [Gross Value of Industrial 
Output] (not including industries at the village level and 
below) was 30.75 billion yuan, up 14.6 percent from the 
same period in 1992. All of our 12 prefectures and cities 
had higher GV1Os that for the same period in 1992, with 
Yuncheng Prefecture having the highest growth at 24.8 
percent, and Yangquan City the lowest at 7.6 percent 
Ten of our 14 industrial departments and bureaus expe- 
nenced growth. As to our 65 key industrial goods, output 
was up from 1992 for 38, or 58.5 percent, including 
growth of 11.8 percent for raw coal, 31.9 percent for 
washed and picked coal, 59.1 percent for coke, 9.9 
percent for generated power, 94.7 percent for pig iron, 
16.9 percent for steel, 34.1 percent for rolled steel, and 
30.2 percent for cement 


The faster growth in investment demand was one of the 
key driving forces in our industrial development. In 
1993. national investment demand continued to main- 
tain a strong growth momentum, with Shanxi's emphasis 
on industrial structure and most of our heavy industrial 
goods radiating throughout China to directly drive 
Shanxi's sustained rapid growth of heavy industry. In the 
first half of 1993, Shanai's heavy industry output value 
reached 24.16 billion yuan, up 17.8 percent from the 
same period in 1992, and 13.6 points higher than for 
light industry. Its higher output value of 3.65 billion 
yuan made up over 93 percent of our whole higher 
industrial outpul value 


The rapid growth of nonstate industry was another key 
driving force in Shanxi's industrial development. In the 
first half of 1993, while our state economy's GVIO was 
21.02 billion yuan, up 8.4 percent from the same period 
in 1992. our nonstate economy's GVIO was 9.73 billion 
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yuan, up 4.6 percent. Our ratio of nonstate indusiry 
new output value to all industry new output value was up 
from 29.8 percent for the first half of 1992 to 58.4 
percent. 


Our industrial goods production-sales rate was up some- 
what. Shanxi'’s industrial goods production-sales rate 
rose from 81.3 percent in January to 92.8 percent for the 
first half of 1993, including growth of 90.2 percent for 
light industry, 93.4 percent for heavy industry, 95.9 
percent for central enterprises, and 91.7 percent for local 
enterprises 


Our economic efficiency indicators improved somewhat. 
In the first half of 1993, Shanai's locally 
industrial enterprises had sales income of 13.23 billion 
yuan, up 37.4 percent from the same period in 1992, 
realized profits and taxes of 2.18 billion yuan, up 82.9 
percent, realized fits of 960 million yuan, up 190 
percent, paid profits and taxes of |.1 billion yuan, up 
35.2 percent, and 230 losing enterprises, with losses 
down 11.2 percent. Our overall industrial economic 
efficiency index for the first five months was 93.5 
percent, up 3.9 points from that for the first four months, 
and up 22.1 points from the same period in 1992, 
exceeding our average for the whole Seventh Five-Year 
Plan 


3, Our Fixed Assets Investment Was Up Sharply 


Our investment increased faster month after month. In 
March, with the arrival of the construction season and 
the gradual placement of funds, our fixed assets invest- 
ment experienced a strong growth momentum. For the 
first quarter of 1993, Shanxi's capital construction and 
upgrading investment reached 590 million yuan, up 31.3 
percent from the same period in 1992, which figure was 
1.4 billion yuan for the first four months, up 39.5 
percent, 2.63 billion yuan for the first five months, up 
68.9 percent, and 4 billion yuan for the first half, up 44.3 


percent 
Investment increased faster for local than central 


projects. In our capital construction and u ing 
investment for state units in the first half of 1993, 
Shanxi's local project investment was 1.57 billion yuan, 
up 54.5 percent from the same period in 1992, while our 
central project investment was 2.42 billion yuan, up 38.4 
percent, meaning that investment increased 16.1 points 


faster for local than central projects. 


Increased self financing and bank loans were the key 
funding sources maintaining our high fixed assets invest- 
ment growth. In the first half of 1993, of our accumu- 
lated allocations for capital construction, self-financing 
accounted for 980 million yuan, up 61.7 percent from 
the same period in 1992, while domestic loans accounted 
for 1.12 billion yuan, up 12.6 percent. 


We invested a higher percentage in intensive expanded 
reproduction. |) Our investment growth was basically 
synchronized for upgrading and capital construction. In 
the first half of 1993, Shanxi’s upgrading investment 
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reached 960 million yuan, up 43.9 percent from the same 
period in 1992, while our capital construction invest- 
ment was 3.04 billion yuan, up 44.4 percent, 2) Our 
reconstruction investment was clearly up. Our capital 
construction rebuilding investment grew 127 percent, 
higher that that for either new construction or expan- 
sion 


In short, while Shanxi's fixed assets investment clearly 
grew less than the national average, leaving us with an 
even greater gap with developed coastal zones, we did 
emphasize priorities to make our structure more 
rational, with investment in basic industries and infra- 
siructures, such as power, transportation, water conser- 
vancy, agriculture, and post and telecommunications, 
making up over 80 percent of the whole, and our 
investment orientation being in line with national 
policy, which has basically paved the way for Shanxi to 
reach new economic heights 


2 = Markets Were Brisk, With Steady Increases in 


Markets were stable. in the first half of 1993, Shanxi's 
retail commodity sales reached 12.84 billion yuan, up 
10.9 percent from the same period in 1992. As to 
development trends, our retail commodity sales grew 
steadily faster in relation to 1992, being up 6.4 percent 
for the first quarter, 9.3 percent in April, 18.4 percent in 
May, and 19 percent in June. 


Our consumer goods market sales were brisk. In line with 
the features of Shanxi's current transition from people 
having enough to eat and drink to becoming comfortably 
well-off, our consumption structure showed new fea- 
tures. As to food commodities, supplies and sales were 
stable for basic daily necessities, such as grain, cooking 
oil, and nonstaple foods, with steady growth in areas 
such as aquatic products and sugar, and sales up 37.4 
percent for aquatic products and 8.4 percent for sugar 
over the same period in 1992. Regarding commodities, 
sales were up 14.6 percent for all types of clothing, 20.2 
percent for VCR's, 36.3 percent for cameras, and 31.5 
percent for refrigerators. Gold jewelry, experienced a 
certain consumer fever, with rising prices. 


Commodity supplies were abundant, with name brands 
making an increasingly clearer impact. Market com- 
modity supplies are now abundant, with a sizeable 
percentage of commodities being basically balanced as to 
supply and demand or in long supply, and consumers 
having a stronger choice mindset and more room to 
maneuver. In expensive commodities, the brand-name 
impact is obvious, with certain reputable, quality, and 
brand-name specialties being in short supply, and even 
in some cases sold out, while other low-quality, poor- 
service, and out-of-style products are hard to sell and 
severely overstocked. 


5. Our Revenues Were — Than Our Spending, 
With Credit Savings Growing More Than ns 


In the first half of 1993, Shanxi's revenues reached 3.29 
billion yuan, up 14 percent from the same period in 
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1992, while our spending was 2.5 billion yuan, up 25 
percent. So on balance, our revenues were 790 million 
yuan larger that our spending. 


By the end of June, Shanxi banks had a deposit balance 
of 49.83 billion yuan, up 2.86 billion yuan from the 
beginning of 1993, or 6.1 percent, with a loan balance of 
54.5 billion yuan, up 2.33 billion yuan from the begin- 
ning of 1993, or 4.5 percent. By the end of June, Shanxi's 
urban and rural savings deposit balance was 40.8 billion 
yuan, up 4.35 billion yuan from the beginning of 1993, 
or 11.9 percent. 


In the first half of 1993, Shanxi banks put a net worth of 
5.6 billion yuan in currency into market circulation, up 
97.2 percent from the same period in 1992. 


6. Incomes Continued To Grow 


A sampling for the first half of 1993 shows Shanxi per 
capita urban cost-of-living incomes at 813.25 yuan, up 
21.6 percent from the same period in 1992, and peasant 
per capita cash incomes at 296.02 yuan, up 13.5 percent. 


Factors Having an Adverse Impact on Economic 
Development 


In 1993, while Shanxi's economy has made great 
advances, certain glaring conflicts and problems have 
also appeared. These are mainly: 


Revenue difficulties sharpened steadily. This was seen 
mostly in slow growth of revenue, a faster rise in 
spending, tight fund control, and sharpening difficulties. 
By the end of June, while Shanxi’s GVIO was up 14.6 
percent over the same period in 1992, and our enterprise 
economic efficiency was generally somewhat improved, 
our revenues, excluding inflation and increased output, 
were up only 4.97 percent from the same period in 1992, 
or 9.6 points less than our GVIO, and far less than our 
enterprise economic efficiency. In the first half of 1993, 
while Shanxi's social commodity retail turnover was up 
10.9 percent over the same period in 1992, business 
taxes from the commercial sector were down; and while 
our collective economy grew rapidly, collective enter- 
prise income taxes fell 20 percent. By the end of June, 
our spending was up 25 percent over the same period in 
1992. Revenue funds at all levels were tightly controlled, 
particularly at the county level. 


Price increases were quite large, with sharpening infla- 
tion pressures. In 1993, Shanxi prices rose month by 
month on top of 1992's high base. In the first half of 
1993, our overall retail prces were up 10.2 percent over 
the same period in 1992. For the first 5 months, con- 
sumer prices were up 12.1 percent over the same period 
in 1992. Our 1993 price features are: |) Price increases 
on a wide scale. Consumer goods prices and agricultural 
capital goods prices clearly rose more. 2) Our urban and 
rural price-rise gap gradually shrank. In May, rural prices 
were up 10.7 percent, while urban prices were up 14.3 
percent. 
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Foreign-trade exports were down, while imports rose 
strongly. In the first half of 1993, Shanxi's foreign trade 
turnover was $366 million, up 2.8 percent from the same 
period in 1992. This includes imports of $66 million, up 
51 percent from the same period in 1992, and exports of 
$301 million, making up 46.3 percent of Shanxi's plans, 
and down 3.5 percent from the same period in 1992. 


Our credit imbalance conflict sharpened somewhat, with 
a strong growth momentum of cash put into circulation. 
In the first half of 1993, Shanxi had new deposits of 2.86 
billion yuan, up 4.04 billion yuan less than for the same 
period in 1992, and new loans of 2.33 billion yuan, only 
960 million yuan less than for the same period in 1992. 
By the end of June, our bank loan balance was up 17 
percent from the same period in 1992, or 6.4 points more 
than our deposit balance growth of 10.6 percent. Mean- 
while, cash spending grew rapidly, too little currency was 
withdrawn from circulation, circulation outside of the 
system was serious, and public fundraising was quite 
unchecked. 


“Bottleneck” restraints remain serious. Transportation 
and communications remain the key limiting factors in 
our industrial production. For the first five months, 
Shanxi's railway freight volume was up 2.4 percent over 
the same period in 1992, far less than our industrial 
production growth of 14.7 percent. Meanwhile, power 
supply shortages and severe water resource deficiencies 
also affected further production development. 


Economic Trends for 1993 


Based on our current state of economic operations and 
changing macroeconomic climate trends, in light of the 
impact of further tightening of funds, transport capa- 
bility, and supply and demand, and in consideration of 
factors, such as 1992's base, we project that Shanxi’s 
1993 GDP will be up about 12 percent over 1992. 


Shanxi is putting more emphasis on agriculture in 1993 
than in any recent year. In light of our bumper summer 
grain harvest and good spring planting, unless we suffer 
from a great natural disaster, our 1993 grair output is 
likely to approach or surpass 1992’s level, with good 
prospects for our agriculture and rural conditions to 
reach new heights. 


In light of limiting factors, such as transport capacity, 
demand, and funding, while our industrial production 
may grow more slowly in the last half, its growth rate will 
be up sharply from 1992, possibly setting a record for our 
14 years of reform. We project a 1993 GVIO up about 
12.4 percent from 1992. 


The state will take steps to-control investment in the last 
half of 1993. Meanwhile, fund shortages will likely 
obstruct investment progress, lowering our investment 
growth rate somewhat from the first half. But we project 
that our 1993 fixed assets investment will be up about 30 
percent from 1992. 
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Our market trend for the last half of 1993 will be further 
invigoration. We project that our 1993 retail commodity 
sales will be up more than 16 percent from 1992. 


As 1993 is a crucial year for Shanxi's Eighth Five-Year 
Plan, ensuring the sustained, steady, and balanced 
growth of Shanxi's national economy will mean working 
under the correct leadership of our provincial party 
committee and government to further intensify our 
macroeconomic reforms, particularly of our banking, 
revenue, and investment systems, correspondingly trans- 
form our government functions, and speed up our pace 
of enterprise operating-forces conversion, in order to 
bring into full play the macroeconomic regulation and 
control capability of economic leverage under market 
economy conditions, thus effectively curbing and over- 
coming certain unhealthy phenomena in our current 
economic operations, and successfully achieving the 
objective of pushing our national economy to new 
heights. 


FINANCE, BANKING 


Communications Bank Model for Commercial 
Banks 


93CE0803A Beijing JINRONG SHIBAO in Chinese 
30 Jul 93 p 3 


[Article by Ruan Hong (7086 4767): “Exploring the 
Development of Commercial Banks—Written Seven 
Years After the Reconstitution of the Bank of Commu- 
nications’ 


[Text] Seven years of practice since the reorganization in 
1986 of the Bank of Communications [BC] has proven 
that development of standardized commercial banks is 
beneficial not only for the improvement of financial 
services, and for the more effective use of funds, but also 
for improving the macroeconomic regulation and con- 
trol mechanism in financial matters, and for the estab- 
lishment and perfection of a financial system that is 
consistent with the socialist market economy. At the end 
of 1992, the BC’s total assets amounted to 157 billion 
yuan, its capital net worth amounted to 11.2 billion 
yuan, and it had 75 domestic branches and 23,000 
employees. Thus, a national stock commercial bank has 
been formed. 


A commercial bank adopts the shareholding system as its 
ownership pattern. It institutes the general manager 
responsibility system, under the direction of a board of 
directors. It effects separation of proprietary rights and 
managerial rights. It changes the bank’s past status as an 
organ of the government administration to that of a true 
enterprise with the status of a legal person, and it thus 
creates favorable preconditions for a shi‘t in its opera- 
tional mechanism. Thus, it will create the microeco- 
nomic foundation for a new system of financial organi- 
zation. At the end of 1992, the paid-up capital of the BC 
was 6 billion yuan and its accumulations amounted to 
1.6 billion yuan, of which 23 percent were state-held 
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shares, 42 percent were shares held by 263 local financial 
institutions, and 35 percent were shares of 1,812 enter- 
prises. With 1.4 billion yuan in shares, the central 
authorities controlled the 6 billion yuan of the total share 
capital, and could thus direct 157 billion yuan of assets 
to support economic construction according to the 
State's general and specific financial policies. The board 
of directors, composed of delegates of the various share- 
holders, while implementing the state’s financial and 
fiscal laws and regulations, decides on the major issues in 
the business operations and management of the bank. 
This does not weaken the state’s macro-regulation and 
control, while it serves at the same time to strengthen 
supervision over the business operations of the bank, 
and in this way contributes to the sound development of 
the bank. On the one hand, it ensures the state’s fiscal 
revenue and on the other hand establishes a beneficial 
system of common sharing of profits and of common 
assumption of risks among all shareholders. 


A commercial bank engages in a comprehensive range of 
business activities. It is a two-way relationship between 
the bank and the enterprises; it is a new financial order, 
which improves the capability for comprehensive service 
and makes for division of labor, cooperation, and 
rational competition. Comprehensive scope of commer- 
cial bank operations is what is required in China’s 
reform of the economic structure and in its economic 
development, as it is also the developmental trend of a 
commercial bank toward becoming an international 
bank. As the BC aspired to engage in a comprehensive 
scope of banking operations, the state explicitly decreed, 
at the time of the bank’s reconstitution, that it may 
indeed engage in 14 lines of business. In accordance with 
China’s national condition and international practices, 
the BC accurately dealt with the relationship between 
comprehensive operations and attention to specific lines 
of business. In its business operations, it is giving pri- 
ority attention to domestic and foreign currency business 
and to various types of long-term and short-term 
banking. In the operation and management of non- 
banking monetary business, the bank would act discrim- 
inatingly. To keep insurance business involving large 
risks outside of the bank’s main operations, it estab- 
lished a fully self-financed subsidiary, the China Pacific 
Insurance Co. To handle securities business, it estab- 
lished four securities trading companies to take care of 
overall securities business, and set up over 50 securities 
departments, limited to deal with secondary market 
business. It limited investment business to within 30 
percent of the bank capital plus accumulations. There is 
no fixed division of labor between banking services and 
the recipients of such services; it is a two-way free-choice 
relationship between the bank and the enterprises. On 
the one hand, the bank has established an excellent 
cooperative and partnership-like relationship between 
bank and enterprises, and on the other hand the bank has 
maintained for itself the advantage of being able to select 
optimal customers according to the state’s industrial 
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policy and the capital fund situation at the bank, and 
thus to achieve its objective of attaining an optimal 
credit structure. 


A commercial bank establishes a business mechanism of 
independence in business management, responsibility 
for own profits and losses, self-restraint, and self- 
development. The bank's control over its assets- 
liabilities ratio and control of risks is beneficial for total 
quantitative control of finances in macroeconomic 
respects and for structural readjustments. The BC estab- 
lished a system of controlling the use-ratio of capital 
funds, a system of supervision and control of credit and 
asset quality, and a system of comprehensive analyses of 
the financial situation. The bank has also set up at the 
main office and at two ranks in its jurisdictionally 
subordinated branches asset and liability control com- 
mittees, which conduct quarterly complete analyses and 
assessments of the implementation of the said three 
systems, a method which improved the liquidity, secu- 
rity, and profitability in the use of capital funds. The BC 
always maintains a payment reserve fund at the central 
bank at the rate of around 10 percent of all payments 
coming due, which ensures liquidity at any time that 
demand should arise. Most recently, the BC has also 
subscribed to 2 billion yuan of central bank bonds, to 
support procurement of agricultural and sideline prod- 
ucts. This was indeed a certain contribution toward 
balancing the nation’s credit plan and toward enlivening 
the money market. During the first quarter of this year, 
the proportion of all the bank’s loans to the total deposits 
plus capital accumulation was 68 percent. Overdue 
accounts, inactive accounts, and bad debts were con- 
trolled to within 5.1, 1.2, and 0.06 percent, respectively, 
of the total amount of loans. In 1992, the bank earned a 
total of 2.7 billion yuan of profits. Domestically, the rate 
of return on capital was 31.5 percent and the per capita 
profit was 122,000 yuan, thus achieving rational coordi- 
nation of a threefold nature and manifesting the advan- 
tages of asset-liability control and risk control. 


Commercial banks establish branch organizations 
according to economic districts, which helps breaking 
down various barriers in the use of funds, and which will 
also promote formation of horizontal ties and develop- 
ment of financial markets. The BC has established 
branches under its jurisdiction in the six key cities of the 
country, each jurisdictionally subordinated branch is in 
charge of several supra-provincial and supra- 
municipality sub-branches; it has in addition also estab- 
lished three directly subordinated branches. Up to the 
end of this year, it will have set up 91 branches in 90 
cities. The organizational system of the BC is well suited 
to the formation of horizontal economic ties and to the 
development of market economy. Together with the four 
cities of Shanghai, Nanjing, Wuhan,-and Chongqmg, the 
BC organized the Changjiang Economic Development 
Corporation. This move led to an economic union 
among the districts on the middle and lower reaches of 
the Changjiang, and was much welcomed by all parties 
concerned. It also fully manifested the advantage of the 
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BC's initiative in setting up organizations according to 
economic districts. As from this year, every branch of the 
BC will deposit 5 percent of its own deposits with the 
bank's head office, where such funds have by now 
accumulated to a capital fund of 4 billion yuan, forming 
the core of the bank’s loan capital. This will be an even 
more effective move to promote economic cooperation 
and to break down financial barriers. 


While implementing all general and specific financial 
policies of the state and increasing liquidity and safety in 
the use of available capital funds, a commercial bank will 
endeavor to increase income and limit expenditure, thus 
to continuously increase its profits, and in this way also 
increase the value of state assets and of state accumula- 
tions. The BC is strictly observing the central bank’s 
rules on interest rates. By means of reducing capital 
costs, reducing management expenses, and raising asset 
quality, the BC has been able to maintain a very high rate 
of profits. Last year, the total payroll accounted for 
around 2.5 percent of the entire bank profits, which was 
about one-third of the rate achieved on the average by 
specialized banks, while 97.5 percent of the net profits 
earned are becoming accumulations of the state, the 
shareholders and of the bank itself. 


Futures Trade Activities, Prospects 


Y3ICEOSO3B Beijing GUOJI SHANGBAO in Chinese 
I Jul 93 p 4 


[Article by Chen Zhijun (7115 1807 6511): “Present 
State and Prospects of China’s Trading in Futures”’] 


[Text] The four necessary components of a complete 
futures market are: |) commodity exchanges; 2) com- 
modity clearing houses; 3. futures brokers; 4. traders 
(comprising holders and speculators). Of course, a 
futures market also requires assurances in the legal 
system and an adequate infrastructure. An analysis of 
the present state of futures trading in China and its 
problems follows. 


Establishment and development of commodity 
exchanges: In October 1990, the Ministry of Commerce 
and the Henan Provincial government established in 
Zhengzhou China’s first futures-oriented commodity 
exchange—the Zhengzhou Grain Wholesale Market. 
This fact indicates that we have progressed from mere 
studies of futures trading to actual practice. The Zheng- 
zhou Grain Wholesaie Market has 256 members and 
mainly transacts business in agricultural products such 
as wheat and corn. Up to the end of 1992, it had traded 
2.6 billion jin [1.3 billion kgs], to a total of 1.04 billion 
yuan, and settlement prices began to have an effect on 
prices for agricultural products throughout the country. 
The success of this experiment encouraged development 
of Chinese commodity markets, which thereafter shot up 
in various forms all over the country “like bamboo 
shoots after a spring rain.” On 18 January 1992, the 
subsidiary of the China Nonferrous Metals Industrial 
National Co. and the Shenzhen Materials Company 
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jointly financed the establishment of the Shenzhen Non- 
ferrous Metals Exchange, which now has a membership 
of 83. Its transactions, to the end of 1992, amounted to 
over 3 billion yuan. In May of 1992, the Ministry of 
Materials and the Shanghai municipal government 
jointly financed the establishment of the Shanghai 
Metals Exchange, which has up to now been the most 
successful commodity exchange. It provides 68 member 
seats, and mainly deals in copper, aluminum, lead, zinc, 
tin, nickel, and pig iron. Its transactions, up to the 
middle week of April 1993, had a value of 120 billion 
yuan, and its record day saw transactions amounting to 
2.5 billion yuan. It has become the world’s third largest 
metal exchange, trailing only London and New York, 
and its settlements have begun to affect rates on the 
world’s metal markets. The subsequent Nanjing Petro- 
leum Exchange was formally inaugurated in March of 
1993. Preparations are also being pushed for the estab- 
lishment of a Shanghai petroleum exchange, a Shanghai 
grain exchange, and a Guangzhou rubber exchange, 
whose inaugurations can be expected soon. However, in 
a strict sense, these exchanges are not yet futures mar- 
kets, because their delivery contracts are not standard- 
ized contracts—they can only be regarded as long-term 
forward contracts—but these exchanges are now on the 
way to becoming futures markets. As early as 31 March 
1993, the Shanghai Metals Exchange had turned out a 
standard contract for copper, and the Nanjing Petroleum 
Exchange has turned out a standard contract for light 
diesel oil. After the Zhengzhou Grain Wholesale Market 
is renamed the Zhengzhou Commodities Exchange, it 
will turn out standardized contracts for corn and wheat. 
Apart from these developments, the Shanghai Stock 
Exchange and the Shenzhen Stock Exchange are pre- 
paring to publish a Shanghai stock index and a Shenzhen 
stock index, and will subsequently start the first 
domestic futures markets for metals. 


As to the establishment and development of futures 
brokerage firms, various types have appeared one after 
another, following growing import-export activities and 
the establishment of domestic commodity exchanges: 


1. To accommodate import-export trade, large corpora- 
tions with import and export privileges, such as the 
China International Trust and Investment Corporation, 
the China National Metals Import & Export Corpora- 
tion, the China Grain Import-Export Corporation, and 
the National Nonferrous Metals Corporation have one 
after the other set up futures departments, mainly for 
their own trading in futures, but also as agents for others; 
however, they each handle only a limited scope of 
commodities. 


2. Some Hong Kong and-=Taiwan brokerage companies 
have come to China to set up liaison offices to represent 
their clients in international futures transactions, but 
most of them have not received permission from the 
relevant state agencies in charge of industrial and com- 
mercial affairs. 
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3. Futures brokerage firms set up by local governments 
and organizations subordinated to certain ministries and 
commissions, mostly in cooperation with Hong Kong 
and Taiwan firms, are capitalized at from several million 
to 20 million yuan. 


In December of 1992, the China International Futures 
Co. Ltd. [CIFC] was established as the state’s first 
large-scale futures brokerage corporation. It signified the 
state’s official recognition of the legal position of futures 
brokerage, and also signifies a new era for Chinese 
futures markets. The CIFC and its branch organizations 
will be managed with strict self-discipline and will 
become a model for the sound development of Chinese 
futures brokerage firms. 


Even though the trend in the development of futures 
markets is commendable, there are also some probiems 
that demand prompt attention: 


First, the problem of laws and regulations. In all coun- 
tries and territories with well-developed futures markets 
there are strict national laws governing trading in 
futures, and there are also specialized administrative 
organs that exercise control. This alone will ensure 
normal and effective operations of futures markets. 
China should also soon establish such institutions. 


Second, the problem of creating a unified large market. 
In China, administrative controls had for a long period 
of time presented a picture of “barriers between all the 
different departments and regions,” a state of things 
which hampered the formation of a unified large market. 
This is reflected in the fact that recently established 
commodity exchanges are not only limited in the scope 
of commodities they are ready to handle, but that there 
is duplication in the establishment of such markets 
which in turn leads to increased competition and much 
waste. This fact is amply confirmed by the friction 
between the Nanjing and the Shanghai petroleum 
exchanges, between the Shanghai Metals Exchange and 
the Shenzhen Nonferrous Metals Exchange, and between 
the Shanghai Grain Exchange and the Zhengzhou Com- 
modities Exchange. 


Third, the paucity of the speculative element. For a 
futures market to operate highly effectively, to fully 
fulfill its economic function, there must be a large 
number of speculators participating in it. The meaning 
of “speculation” in this context is different from what it 
meant in the oft-used phrase “speculating and manipu- 
lating the market,” and it is also essentially different 
from gambling. To increase the speculative element in 
futures trade, three things are required: 


17 Correcting one’s concept, not always regarding “‘spec- 
ulation” as a derogatory term. 


2. Spreading knowledge of futures trading and stepping 
up the promulgation of relevant legal provisions, having 
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speculators gain full knowledge of futures market activ- 
ities, doing a good job of the necessary psychological 
preparation, and at the same time provide all necessary 
protection. 


3. Changing the membership structure of the commodity 
markets and allowing more futures brokerage companies 
into the futures market, not just production and mar- 
keting factories and firms. 


Fourth, the need to step up perfection of the infrastruc- 
ture and of various ancillary services. A highly efficient 
futures market has to rely on the support of a perfect 
infrastructure, such as transportation, communication, 
and storage facilities, as well as on availability of high- 
quality finance and information services. At present, the 
crucial point is to urge banks to soon become members 
of the clearing houses at commodity markets, also to 
improve their past service methods, speed up allocation 
and transfer of funds, and also to provide speedier 
service in an information network between the various 
large commodity markets. 


Fifth, effectively prepare for the admission of foreign 
enterprises and futures brokerage companies to member- 
ship in the commodity markets, so that China’s futures 
market will become an important component of the 
international futures market. 


Although the present Chinese futures market is still beset 
with various problems, it is a fact that with the estab- 
lishment of China’s socialist market economy system, 
development of futures markets has become the trend of 
the times. With the gradual abolition of planned prices, 
fluctuations in prices, interest rates, and exchange rates 
will become more intense, which entails greater risks for 
production and trade. Producers and traders will there- 
fore be compelled to seek a new mechanism of price 
formation and for new tools to control the risks. 
Reviewing all the trading forms that presently exist, it is 
only futures trading that can take on this task. One may 
safely predict that as long as China will not change its 
policy of the socialist market economy, futures markets 
are bound to flourish and develop all over the vast 
territory of China 


Industrial, Commercial Revenues ‘Increase’ 


93CE0803C Beijing ZHONGGUO SHUIWU BAO 
in Chinese 26 Jul 93 p 1 


[Article by correspondents Li Kuai (2621 6778) and Wei 
Hua (5898 5478): “A Total of 141 Billion Yuan in 
Industrial and Commercial Tax Revenue During First 
Six Months—An Increase of 12.4 Percent Over Same 
Period Last Year”’} 


[Text] According to statistics of the State Tax Adminis- 
tration, total national revenue from the industrial and 
commercial tax during the first half of this year reached 
141 billion yuan, which was a 12.4 percent increase over 
the corresponding period of last year, and which fulfilled 
the yearly plan to 47.6 percent. 
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By tax categories, we see that the added value tax 
brought in 41.2 billion yuan, an increase of 21.1 pexcent, 
making up 46.1 percent of the increase in industrial and 
commercial tax revenue. The main reason for the espe- 
cially large increase in added tax revenue is the large 
increase in fixed capital investments and the price 
increase factor. In the said figure, increased revenue 
from steel billets and steel products was 42.6 percent, 
increased revenue from machinery and mechanical 
equipment was 31.6 percent, and increased revenue 
from construction materials was 59.5 percent. Business 
tax revenue was 39.4 billion yuan, an increase of 22.8 
percent, making up 46.8 percent of the increase in 
industrial and commercial tax revenue. In this figure, the 
commercial business tax revenue increased 24 percent, 
somewhat higher than the increase rate of the total 
amount of retail sales of social commodities. Tax rev- 
enue from foreign business activities was 8.1 billion 
yuan, a 65.9 percent increase. Apart from the three 
above-mentioned major tax categories, there was a 25.5 
percent increase in the tax revenue from the income tax 
paid by individual industrial or commercial entrepre- 
neurs in the urban and rural areas. and a 33.9 percent 
increase in the regulatory tax on individual incomes. The 
main tax categories that registered declines were: the 
products tax, with a decline of 8.4 percent, as there had 
been a decline in all the main products, with the excep- 
tion of electric power and coal. In this category, due to 
funding reasons, cigarette and crude oil tax revenue 
declined by 15.3 and 15.5 percent, respectively. Revenue 
from income tax on corporate enterprises declined 13.4 
percent. Besides these, there had also been declines in 
the revenue from land use tax, bonus tax, investment 
directional! adjustment tax, special fuel oil tax, and salt 
tax. 


By regions, we see that 19 provinces (autonomous 
regions, municipalities) have had increases above the 
national average and have fulfilled their schedules by 
over half. The rates at which they fu'filled their schedules 
were: Tibet to 91 percent, Hainan to 69.4 percent, the 
offshore petroleum tax administration to 64.9 percent, 
Guangzhou to 57.1 percent, Tianjin to 55.9 percent, 
Ningbo to 55.7 percent, Fujian to 55.5 percent, Zhejiang 
to 54.8 percent, Shenzhen to 53.7 percent, Dalian to 53.1 
percent, Shanghai to 52.7 percent. Changchun to 52.5 
percent, Shanxi to 51.8 percent, Wuhan to 51.2 percent, 
Xinjiang to 51.1 percent, Guangxi to 50.7 percent, 
Qinghai to 50.6 percent, and Jiangxi to 50.3 percent. 


On analyzing the tax collection performance during the 
first semester of this year, the most conspicuous prob- 
lems have been tax owed by enterprises and steep 
increases in the amount of tax money withheld by banks. 
By the end of June, enterprises owed 10.92 billion yuan 
in taxes, and banks withheld 1.46 billion yuan in tax 
money. These two items together showed an increase of 
3.87 billion yuan, compared to the corresponding period 
of last year. Thus enlarged, the figure accounts for almost 
3 percentage points of the revenue from the industrial 
and commercial tax. Furthermore, the increase by 2 
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percentage points in the retail business tax rate has not 
yet been fully implemented. By June, 440 million yuan 
of increased retail business tax had actually been paid 
into the treasury; this is 560 million yuan less than 
prescribed in the plan. 


For the second semester, all tax agencies will have an 
arduous task, as some unfavorable factors will have to be 
faced. As we understand, the economic growth rate in the 
second semester will be controlled, and the growth of 
industrial production is estimated at around 15 percent, 
which will restrict any increase in tax revenue. It will be 
more difficult than last year to alleviate the money 
shortage, and it will also be more difficult to achieve a 
settlement of outstanding tax debts. 


The State Tax Administration has therefore directed all 
tax agencies to vigorously and realistically organize the 
impending tax collection task and to intensify depart- 
mental coordination so zs to achieve an effective solu- 
tion of the problem of outstanding taxes of enterprises 
and the problem of tax money withheld by banks. They 
should also as soon as possible implement the two 
percentage point increase in the tax on commercial retail 
sales, also conscientiously implement the spirit of rele- 
vant documents issued by the central authorities and 
strictly control the granting of tax reductions or tax 
exemptions. They should also improve tax collections 
from individuals, collection of the individual income 
adjustment tax, of the tax on foreign business activities, 
and of the tax on export tax refunds. They should 
improve control and administration of such key sources 
of revenue as the tax on cigarettes, crude oil, and refined 
oil. They should improve the checking, analyzing, and 
forecasting with iegard to fulfillment of tax collection 
tasks, be at all times in full control of the situation, and 
promptly detect and resolve problems. 


Article Urges Merging Dual Foreign Exchange 
Rates 


93CE0713A Beijing GUOJI MAOYI [INTERTRADE] 
in Chinese No 5, 15 Mav 93 pp 13-14 


[Article by Yan Lihu (0197 4539 5706): “On the Issue of 
Merging the RMB Exchange Rates.” The author is 
affiliated with the Jiangsu Branch of the State Adminis- 
tration of Exchange Control] 


[Text] In 1979, China began implementing a foreign 
exchange percentage retention system under which the 
state would announce a RMB exchange rate to the 
outside world but would permit enterprises entitled to 
exchange retention and foreign-invested enterprises 
[FIE’s] to regulate their foreign exchange with compen- 
sation within the country to balance their own surpluses 
and shortages. As a result, we have a “double-track” 
RMB exchange rate system where there is an external 
exchange price announced by the state and an internal 
exchange rate based primarily on the regulation price. 








For more than a decade, the “double-track” RMB 
exchange rate system has had a definite effect on low- 
ering the cost of obtaining foreign exchange in noncom- 
mercial transactions and in strengthening the state’s 
ability to regulate and control foreign exchange rates. 
But as China's reform and opening up deepen and with 
the construction and development of the socialist market 
economic system, the defects of the “double-track” 
system are becoming increasingly obvious. Primarily 
they are found in the following areas: 


1. The “double-track” system hinders China’s effort to 
further participate in international economic and trade 
cooperations and exchange. With China’s economy 
becoming increasingly externally oriented and with the 
growing importance of foreign economic and trade rela- 
tions, China urgently needs to regain its status as a 
GATT member, but that agreement requires that each 
member state adopt one exchange rate for its currency 
and that its currency be freely convertible to ensure free 
circulation in international trade. China’s double-track 
foreign exchange rate system lowers the exchange rate in 
foreign trade and therefore internationally is treated as a 
serious trade barrier. Thus, looking at the development 
of the market economy today, to continue to implement 
the “double-track” exchange rate system will have an 
adverse effect on the rapid development of China's 
export-oriented economy. 


2. The “double-track” system adversely affects the nur- 
turing and development of foreign exchange markets in 
this country. First, under the double-track exchange rate 
system and quota management system, the absolute 
majority of foreign exchange transactions are quota 
transactions, but the quotas themselves have no real 
value; their exchange value is determined entirely by 
market supply and demand. Thus, since China’s foreign 
exchange markets are relatively scattered, their scopes 
are small, and the changes in market supply and demand 
tend to be random, the price of these foreign exchange 
quotas tends to be volatile. Take the Jiangsu Foreign 
Exchange Regulation Center’s regulation price for 
example. In the four years from January 1989 to January 
1993, the price of exchange quotas fluctuated by as much 
as 84 percent; the spot exchange price also changed at a 
rate of 46 percent during the same period. The volatility 
of foreign exchange regulation price to a certain extent 
undermines the development of the foreign exchange 
market. Second, under this system, because there is 
much risk attached to the quotas, the central bank 
cannot give full play to its regulatory and control func- 
tions, and this often causes the exchange quotas to sink 
to disuse or to stockpile, which also deprives the foreign 
exchange market of an important guarantee for its 
healthy development. 


3. The “double-track” system slows the import and 
export enterprises in changing their management system 
to meet the needs of the development of the socialist 
market economy. Currently, from the standpoint of the 
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exporting enterprises, the double-track exchange rate 
system prevents them from cashing in some of the gains 
generated by their foreign exchange income, and to some 
extent, this weakens their foreign trade management 
ability. At the same time, fluctuations in quota price also 
force the foreign trade enterprises to take some exchange 
rate risks. From the standpoint of the importing enter- 
prises, because using foreign exchange to import goods 
approved by the state and local governments generally 
entitles the importers to better rates than the official 
exchange rate, many enterprises compete to import 
goods. This obviously has an adverse effect on the 
importers’ ability to improve their management abil'ty 
and keeps them from changing their management mech- 
anisms to better meet the intense competition in the 
international marketplace. 


4. The “double-track” system cannot effectively regulate 
China’s balance of payments and does not help us build 
a proper foreign exchange reserve. Under dual exchange 
rates, the state’s list price cannot play its intended 
regulatory role. The state’s adjustment of the list price 
may have some effect on the import-export enterprises’ 
gains from exchange settlement and the cost of obtaining 
foreign exchange matching funds, but ultimately import 
and export profits are determined by the rise or fall of 
exchange regulation prices. Also, revenues and expendi- 
tures and purchase and sale of spot exchange that belong 
in the capital account actually are not affected by the list 
price. Therefore, although the state has the power to 
control the list price, changing it does not effectively 
regulate international payments. But on the other hand, 
although regulation prices have a regulatory effect on 
international payments, the state does not have the 
proper means to intervene in the regulation prices, and 
since regulation prices are not stable, under the current 
situation where the state does not have an ample foreign 
exch2nge reserve and the market is not fully developed, 
we are not equipped to regulate our international pay- 
ments by changing the regulation prices. This means that 
under the “double-track” system, the state cannot effec- 
tively regulate international payments, and this also 
makes it difficult for the state to build a proper foreign 
exchange reserve. 


5. The “double-track” system cannot effectively bring in 
foreign investments nor does it help increase the state's 
foreign exchange income. Under dual exchange rates, 
foreign businesses paying spot exchange for their invest- 
ments are required to pay the state’s list price when 
converting their currencies into RMB, even though in 
fact their foreign funds can be exchanged into RMB at 
the regulation price. So when foreign businesses calcu- 
late their capital contribution percentages, their actual 
capitalization and dividends, they find themselves losing 
money, and so they put up equipment as their invest- 
ment instead, or they exaggerate the prices of their 
equipment or make their investments in RMB to avoid 
or to make up for the losses. To some extent, these lead 
to inadequate or fraudulent investments on the foreign 
investors’ part. In addition, as far as the exporters are 
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concerned, using the state's list price to settle their 
foreign exchange will result in losses due to the price 
difference. and so when the difference between the 
State's list price and the regulation price is too big, some 
enterprises would rather ieave their foreign exchange 
earning outside the country to cut losses. This adversely 
affects the state’s normal foreign exchange income and 
undermines the proper foreign exchange control process. 


Thus, the “double-track” system which is a temporary 
measure in the course of the nation’s economic develop- 
ment should be restructured as the market economy, 
especially the export-oriented economy, develops. 
Judging by the current situation, reform must inevitably 
take the direction of merging double-track rates. Of 
course, because we have not solved the exchange 
shortage problem and readjustment of the exchange rate 
policy will involve the foreign exchange macro manage- 
ment system and so on, merging of the RMB exchange 
rates should be a vigorous but steady process premised 
upon further improvements in and stabilization of our 
balance of payment situation and should be founded on 
the gradual restructuring of the nation’s pricing system 
and the step by step nurturing and development of 
foreign exchange markets. 


Looking at today’s situation, we must first work hard in 
the following two areas to create conditions for merging 
exchange rates: 


1. We should gradually promote the spot exchange 
retention system and amplify market mechanisms for 
exchange regulation and expand the regulatory scope of 
market rates. 


The creation of a single exchange rate system implies the 
marketization of exchange rates, and so stabilizing the 
foreign exchange market is an important condition for 
merging exchange rates. Yet, so long as we still have 
foreign exchange quotas, stabilizing the foreign exchange 
regulation market obviously will be difficult. Therefore, 
today, by gradually promoting spot exchange retention 
and reducing the percentage of exchange quota collected 
by the state and reducing the scope and extent of planned 
control and centralized management, we can gradually 
eliminate quotas and turn all transactions in the 
exchange regulation market into spot exchange transac- 
tions. Thereupon, by adjusting the domestic currency 
policy and via market interventions, we can continu- 
ously strengthen the central bank’s regulation and con- 
trol of spot exchange transactions in the exchange regu- 
lation market to promote and guarantee stable foreign 
exchange regulation prices. On this basis, we can take a 
step further to increase the share of foreign exchange 
transactions in the regulation market and continuously 
expand the regulatory scope and increase the proportion 
of use of market rates to create conditions for merging 
the two rates. 


2. We should gradually readjust the domestic pricing 
system, and in conjunction with our reentry to GATT, 
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we should promote the merging of the domestic and 
international pricing systems. For years China has had a 
pricing system that was very different from the pricing 
system in the international markets, and this was due to 
many factors, among which were the market and the 
prices created by the “double-track™ system. Today, the 
State’s list price basically reflects the international to 
domestic price ratio of noncommercial goods (such as 
agricultural and sideline products, labor, and services) 
and the regulation price more or less reflects the inter- 
national to domestic price ratio of commodities. So long 
as this kind of price relationship is not straightened out, 
blindly implementing a single exchange rate will bring 
losses to the state. Therefore. when we promote the 
merging of the exchange rates, we should accelerate the 
reform of the domestic pricing system. After we rejoin 
GATT, China will have even greater freedom to import 
and export, and this will have some impact on our 
existing pricing system. So today, we should strive to 
reduce the difference between the domestic and interna- 
tional pricing systems. On the one hand, when we 
increase the quantity of exports, we should strive to 
improve their quality and competitiveness to make sure 
that their prices are stable in the international markets 
and keep the cost of obtaining foreign exchange through 
exporting and the RMB exchange rate from taking turns 
in rising, as they have been in recent years, so that we can 
keep the international and domestic price ratio of com- 
modities statle. On the other hand, while we steadily 
increase the wage income of the domestic work force, we 
should gradually raise the price of noncommercial goods, 
and when we ease the domestic transportation problems 
and the tight energy supply, we should promote the 
readjustment of the international and domestic price 
ratio of noncommercial goods so that eventually the 
domestic pricing system links with the international 
pricing system, thus laying the price reform foundation 
for merging exchange rates. 


As the above foreign exchange market conditions and 
price reform conditions gradually mature. the state can 
take steps to merge the dual exchange rates by continu- 
ously readjusting the official exchange rate and making 
timely interventions in the market rates. These two 
measures can be taken in three separate steps: 


First, we want to peg the two exchange rates so that the 
market exchange rate and the official exchange rate can 
float together. That is, we should limit the difference 
between the market rate and the official rate. For 
example, we can limit the margin per dollar to under two 
yuan. If the list price per dollar is six yuan, then the 
market rate may vary between four to eight yuan per 
dollar. If the market rate exc zeds this range. the central 
bank should step in to intervene in the fareign exchange 
market to keep the rate within range. If supply and 
demand in the foreign exchange market and our balance 
of payments should change radically, and market inter- 
vention is no longer effective. we should adjust the 
state's list price to keep the difference between the two 
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exchange rates within the margin. For example, if sup- 
ply-demand relations change completely and the market 
exchange rate reaches one dollar to 8.5 yuan, and if 
market intervention proved ineffective, the list price 
should be adjusted to one dollar to 6.5 yuan. Thereupon. 
the market exchange rate may vary between 4.5-6.5 yuan 
per dollar, returning the difference between the two rates 
to within the stipulated margin. This method pegs the 
market exchange rate to the official rate as they fluctuate 
so that the two rates move in the same direction, paving 
the way for them to link tracks. 


Second, we should gradually narrow the margin between 
the two pegged variable rates and pull them closer 
together. When the two exchange rates are pegged and 
begin to stabilize. depending on the economic situation 
at different times, and if the development of the foreign 
exchange market and the adjustment of the domestic 
price system so permit, the margin between the two rates 
should be narrowed. For example, the above-mentioned 
two-yuan margin may be adjusted to 1.8 yuan or even 
1.5 yuan when possible, and the two rates may continue 
to fluctuate while pegged to this narrower margin until 
they stabilize, and then we can further narrow the 
margin so that the two exchange rates gradually merge 
into one. 


We must have a basis for setting and adjusting the 
margin between the two rates. The basis is the difference 
between the domestic to foreign commodity price ratio 
and the domestic to foreign noncommercial goods price 
ratio. Theoretically, this is the difference in par pur- 
chasing power between domestic and foreign currencies 
in terms of commodities versus noncommercial goods. 
On that basis, and if we also fully consider China's 
balance of payments situation and the supply and 
demand situation in the foreign exchange market, we can 
set and adjust the margin. 


Third, we should gradually reduce the margin to zero 
and merge the two rates. When the variable margin 
between the two rates has been greatly reduced, when the 
domestic pricing system has changed dramatically, when 
the foreign exchange market has become fairly matured. 
and when the domestic economic situation has become 
fairly stable, we can gradually narrow the margin until it 
completely disappears, and we should use various means 
to maintain that margin so that eventual!y the two RMB 
exchange rates merge into one. 
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Research and Development. Stnve To Expand China's 
Export of Electronics Products™] 


[Text] A. Strengthen Scientific Research and Develop- 
ment To Improve Competiveness of Electronic Products 
Export 


International competitiveness in export commodities 
can be divided into price competitiveness and nonprice 
competitiveness. Based on H. G. Jonnson’s [as pub- 
lished] theory of international trade. the fundamental 
factor determining nonprice competitiveness 1s techno- 
logical superionty. It is a reliable premise for ensuring 
product performance. quality, and trademark recogni- 
tion, and technological superiority depends upon 
research and development. Another importan: factor 
determining nonprice competitiveness 1s sales promo- 
tion, including sales networks, delivery dates. adver- 
tising and publicity, after-sale service. and market survey 
and research. After the seventies began. progress in the 
technological revolution accelerated. and the nonprice 
competitiveness of electronic products tended more and 
more to be based on research and development. decause 
there was more foresighted strategy for improving the 
competitiveness of products by research and develop- 
ment than by sales promotion. 


The key to product innovation lies in the rate of new 
technology commercialization. After the seventies 
began, because of the acceleration of the pace of techno- 
logical development. the service life of a new product 
became shorter and shorter. and competititors who 
entered a market faced a situation in which there were 
fewer potential customers and more competitors There- 
fore, they had no choice but to begin a fierce competition 
im price, and at times there appeared a situation 19 which 
it was even impossible to recover their investment in 
scientific research. Japan is an up-and-coming :ndustn- 
ally advanced country. yet 1s also a country that lags 
behind—particularly in high technology and basic 
research it is clearly infenor to European and Amencan 
enterprises. However, in the newly arising science of 
electronic technolgy Japan is not backward: its research 
and development centers on the enterprise. and more 
than Europe and United States 1 stresses the commer- 
cialization and low cost of scientific inventions. Japan 
has made the integration of machine building and elec- 
tronics a weapon for developing new products, so that in 
numerically controlled machine tools. processing cen- 
ters, and robots, it repeatedly is the swiftest in the race. 
trying to be the first to take a market and playing a 
positive role in accelerating the improvement and 
updating of products. In 1982 Japan's CNC machine 
tools took 80 percent of the U.S. market and 30 percent 
of the West German and British markets. After the 
completion of product innovaiion, there 1s production 
and technology innovation with the goal of achieving low 
cost and high quality. This kind of innovation ts regular 
and in large quantity. Through this kind of innovation a 
competitor who enters a market can later swallow his 
competitor's market and expand his hold on his own 
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market. Today. when competition in new product devel- 
opment 1s becoming increasingly fierce. more and more 
enterpnses have come to understand that by using this 
market not only can they reduce high-nsk investment 
but they can also make more profit than by developing 
new products. 


From a look at technological supenomnty. we see that the 
United States 1s good at product innovation and Japan 1s 
the U_S.’s pupil. and Japan 1s good at making imnova- 
nons m production and technology on is teacher's 
achievements. This kind of imnovation includes both 
mnovations in every technology and innovations in the 
system of mass production technology. This 1s precisely 
the reason that after the United States expended a lot of 
investment and manpower in product development of 
semiconductors and electronic products, its product 
markets. including markets in which it had been domr- 
nant for half a century. were engulfed by Japanese 
competitors 


In only 10 vears China has imported a total of more than 
2.000 foreign advanced technologies to create favorable 
conditions for China to develop is electronics industry 
and to raise the technological level of this industry. 
However, because its financial resources are limited. 
with regard to the electronics industry's technological 
transformation and its scientific research and develop- 
ment investment. no matter whether in absolute nur- 
bers or relative proportions, it is far infenor to the 
Unnted States, Japan. and other industnally developed 
countnes of the West and even cannot be compared to 
certain countnes and regions in Asia 


To further improve the nonpnce competitiveness of 
China's electronic products, we not only need to increase 
as much as possible investment in the electronics indus- 
try’s scientific research and development. but also more 
importantly to study the successful expenence of Japan's 
rapid development of its electronics industry, and to 
enhance the assimiltion, digestion, and blazing of new 
trails in the importation of technologies. We must 
enhance the integration of science, industry, and trade: 
accelerate the commercialization of the results of scien- 
tific research: and not only attach importance to inno- 
vations in electronic products but even more attach 
importance to mnovations in the production and tech- 
nology of electronic products. 


B. Measures To Expand Expert of China's Electronics 
Products 


1. With Market Demand as ithe Guide. Constantly Make 
Improvements and Blaze New Trails 


Under the circumstances in which the service life of a 
technology and the service hfe of a product are becoming 
shorter and shorter, China's electronics industry, in 
order to compete on the mternational market. must do 
good research and development. In general the cost of 
research and development in U.S. electronic and high- 
tech industnes is five to 10 percent of the sales volume. 
and IBM uses about $6 billion a year on research and 
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development. Although China has st:pulated that an 
amount equivalent to one percent of the sales volume 
can be deducted for the cost of smentific research and 
development in the electronics industry. this supulaton 
only apphes to some electronic products, and also. for all 
sorts of reasons. it has not yet been completely honored. 
Therefore, we must strengthen mput in this respect, start 
with market surveys, make market demand the guide. 
and, in line with customer demand. constantly make 
improvements and blaze new trails. The U_S. expenence 
is: on the onginal base. add 10 to 15 percent for the cost 
of new technology and new stimulus. after which com- 
petitiveness mm technology and prnece can be attained. 


In the next 10 years China's export of electronic products 
will face powerful competitors. Therefore. in the first 
hait of the nineties the necessary technological prepara- 
tion must be made for China’s export of electronic 
products. The export plan should receive the powerful 
support of the science and technology development plan. 
otherwise, it will lose the reserve strengthen for 
expanding exports and go on to lose a good opportunity 
after 1995 brought about by more prospenty im the 
world’s trade in machine building and electronics prod- 
ucts. 


C. Strengly Develop the Technology for Integration of 
Machine Building and Electronics 

In the nineties the electronic high-tech market will be 
one of the international markets in which growth will be 
fastest and competition fiercest. However, with regard to 
the capability for international competition, what 1s 
more important 1s that each country, in the production 
and management of traditional industnes. will make use 
of its capacity for electronic high technology. Therefore. 
we must pay particularly close attention to the research 
and application of the technology for integration of 
machine building and electronics 


Machine buziding and electronic technology is a newly 
nsing. comprehensive high technology that combines 
microelectronics technology. computer technology. 
information technology. and mechanical technology 
Different from both traditional mechanical products and 
common electronic products, 11 1s a new-type mechanical 
and microciectronix component. and in parncular is a 
new generation electzonic-mechanical product devel- 
oped by combining a microprocessor and a microcom- 
puter. The integration of machine building and clec- 
tronics is a profound revolution in technology, and 1s 
also an inevitable trend in scientific and technological 


progress. 


Now, the apphcation and development of technology for 
the integration of machine building and electronics has 
also become one of the directions for China's scientific 
and technological development. The State Council has 
set up a leading group for the integration of machine 
building and electronics. and has made this integrahion 
one of seven projects in the 863 Plan of the State Soence 
and Technology Commission. We must. in a focused 
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manner, arm our tradional industnes with electroax 
technology and gradually make progress mm this wch- 
nology. Now, first of all, we must apply electroax 
technology 10 the machine building and cectroaxs 
indusiry. in parncular developing a new generanon of 
products thal mitegrate machine bunkding and elec- 
tronics, and that promote the improvement and 
updating of machine buakding and electronx products. 
For example. develop the flewble maimicnance system 
(FMS), industnal robots. and computer-assusted design 
and manufacwze (CAD. CAM) 


D. Develop Timely Expert of Compoter Software 


The focus of China’s development of export m the 
electroax high-tech domain shoukd be placed on com- 
puter software. for the following reasons 


1) Software technology has become a major prop fo: 
work informanonal and interchangeable technologns. 
and there are broad prospects for the dewelopment of the 
work software market. According to csumales. ever 
year the volume of trade im world electronx technology 
grows about 6 percent. of which every year system and 
customer software grows 20 to 25 percent—in 1990 a 
was about $170 tulhon—and there 1s 2 very bag potennal 
market 


2) Software development accords aith China’s nanonal 
condimon. From designing. transiatung and ediung. to 
safeguarding. software 1s an art of abstract thought. and 
ww requires knowledge and skills im strncit mathemancal 
logx deduction. Chinese people are diligent and eager 10 
learn. In history and after New China was founded. there 
has been no lack of talented people skilled in mathe 
matxs. and China has univerally acknowledged mathe 
matians. Following the expanded coverage of modem 
computers. the rate of and demand for interchangeable 
software are becoming greater and greater. We should 
continue to stnve for a major development im China’s 
software export industn 


According to forecasts. un the ninehes Amenca will have 
a shortage of nearly | mulbon software personne! and 
Japan will lack 600.000 software personnel. The soft- 
ware export industry 1s in a Golden Age of development 
However. currently the development of programmed 
automated production and sofitware development auto- 
mation is very fast. and some industnaily advanced 
countnes have allocated huge sums of money for 
research in this aspect. Once a software development 
automated system 3s successfully developed. China will 
lose its supenonty m low manpower cost. Therefore, we 
must act quickly to grasp the current golden opportunity 
and intensify the specific implementanon of software 
export work 


E_. Explore Use of International Start-Up Investment 


Start-up investment goes after high returns and demands 
a faster rhythm in sertching output and reselling in order 
for new products to go on the market at the opumum 
moment. The “Four Small Dragons” of Asia. in export 


JPRS-CAR-93-971 
23 September 1995 


trade, use Start-up mvestment 10 .cmeve “hgh efficency 
and fast trackung™: and they have Seen successful om ths 
TeSPect 


In ws onginal Exghsh language. sSiart-ep mvesument 
mecant msky umvestment and 1 was maim a nce way of 
mvestment for developing high-tech products. In 
Amemca there are now more than 38) start-up wmvest- 
ment Companies with a total capatal of abowt $22 balhom 
and an annual capatal unvestument of $3 bullkom. Most of 
them are concentrated mm Siloom Valliew’s scuenuific and 
undusinal parks 


Sart-up invesiment ss charactenzed by taking hgh nsks 
for hugh profits. 1) Ik sunctly appramses and carefully 
SCHNCTS INVESIMENIES, QIVINE Prvo#nnity 10 the knowledge and 
abelity of the one Goung the start-up. Im general, the 
sclecnen rale 1s one percent. 2) ik x ously ParIncupares 
IN enterpnse admunistranon and management and helps 
m ws development, prod xtiom, and sales sO thal wch- 
nology. industry. and trade are durectlhy miegrated. 3) h 
practxes “dalanced compensanion™ m which there are 
more wems um which there ss semultancows mvesiment. 
KParatrslage mvestment. and jount financong mm order 
10 spread the msk and ensure profits. 4) When a product 
tends toward matunty and superprofits from wm can be 
obtained, 1 promptly sells sock cernficates or resells the 
enterprise's recovered pmncpal and umteresi. and puls 
the money mm another newly started enterpmse. 5) In 
pursuant of high recover. start-up imvestment vgoroush 
guides the transfer of a new product 10 low~cost regroms 
abroad for processing and manufacture and by di:- 
playing COMparalive supenoniy. uMproves returns 


The results of start-up investment operanoms are: |) 10 
15 percent of such enterprses become successful, and 
some of them even develop by keaps and bownds 10 
become world-famous by comporanons: 10 1) 20 percent 
fault: and 65 10 75 percent become ordinary enterpnses 
Nari-up investment Companrces can use profits 10 make 
up losses. and in general their annual average profit rare 
is about ¥) percent. far higher than a bank's unteresi rate 


From 1980 10 1989 the business volume of Amenca’s 
risk enterprises was as bagh as $340 dillon. and thew 
export income was $100 balhon. thereby playing an 
umportant role in promoung Amenca’s hgh soreme and 
technology indusines and ccomomnx development 


Now. some fanrly far-saghted Amencan capatalrsts realize 
that, with China’s reform and opening up 10 the outsade 
workd. China, ehoch has an industnal base and unteliec- 
tual resources. can become a partner ewth much poten- 
ual for cooperanon. To obtain from China long~erm 
interests, many figures m U.S. mvestment arcies and 
enterpmse carcies have affirmed the possabalatyy of coop- 
Talon Mn Start-up mvesiment. theredy thoerng 2n wach 
nanon for active cooperanon ath China. China meh 
as well vigorously explore and make use of start-up 
mvestment to develop new technologrs and new prod- 
wcts im its Slectroaxs. and umelh transfer owltpul results 
and resell. Im this way vt can secfth master modern nce 
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Tachmolognss and marke uniormanen, and obtain, dyes 
and assumulate Statup advanced wohnologes suitable 
for cmarke. COmMpeDDOM 


New Acrospace Ladestr Corporanen F sanded 
VICE 024 Beye THONGGUO BHANGKONG 
HANG TIAN BAO (CHINA AEROSPACE NEWS 

m Ohinene 13 Jam 93 p 2 


jArugdie: “Understand Orcunmszances Ohan'y and Saze 
Opportwmmes To Accolerane Developmen of Acro- 
wace—Excermps of Liaw Jnwwan’s (049! 4764 062% 
Speech at the Fouwndimg Mert”) 


(Text) Im bome wth the Sane Cownall’s mmarry reform 
plan. and after several monuhs of fowndimg efforts. che 
Chunmese Acrospace Industry Comnporatzon formals 
annownced ws towndung wodan. Henceforth acm wader 
whe Gurect ieadiersip of the Sune Cownoil, the Chimese 
Acrospace Industry Comporamon (CAN) winch & a 
soem and wohl mdustnal comoraniem on the 
kadumg edge of gh scuence and wohnology, will be 
respomsibie for the Teun tasks of moderna nanomall 
Gefemse and serum nawonall qooMOmNK COMsTTUCTIOM, 25 
conferred wpom it by the CPC Centura Commimer, the 
Stare Cowncl. and the Cantrall Milhaan, Ati Comein- 
som. Chuna’s acrospace scuemce and wschnollogy undustny 
oul] emer a new stage of Gevelopmnent 


The fowndirg of CAC & @ major even of hstomcal 
symiticance om Uhe aorospa@ce froma me. lh represents a 
mayor reform of Chima’s acrospace scence and wch- 
nology inGusITy Mangement sistem and operau~e 
MOCCASIN. 1 0s an Qwmproeth of the endieupread devel 
opment of reform of Chima’s coomorme system, and 10 
ahd 2 Guract reswit of nanonall agency reform. bn be with 
Uhe “three fixes” plan presemied 20 @her authonues 
CAIC s @ sirence and wchnology industry Comporaom 
under Qemershuyp of the whole people than w om the 
lcadung edige of hugh scence and weciunollogy., bmkung the 
muhtary and the onvhan and wochnology. industri. and 
vrade. Its oman tasks are: tO act accordung to whe prumcuplle 
of “Gevonoem I aorospace, gv POM % Mmibitary 
ondmance” 20 omswre the fwhfilliemenn of nauomall defense 
and onuhan aerospace soonuiiic research and production 
COmmand-sivie plans sowed bw the Sate, 1 wNpTOVe 
business Geveloprmment and mansgerment, }) VigoTousil 
develop the prodwiotiom of commodines for onvihan wee. 
© adhere the development of teruan undusines and 
whe wransier of acrospace wechnology 1 the Rao 
coOMOMMY,  enhame mienmanomal coperauen and 
exchanges. © hasten the shift from umternal 1 external 
markets, 1 expand trade of military ordnance with 
foreygn COWwNINeS, 10 prownde lawnch sorvaes, and 
cupom sarolhoes., aorospace Comrrodiues and assocared 
rachnology and comrmodines wsed am ovibam lige. eco- 
nomc Tetwrns berg the key m all these endeavors 
Ulumnanely, CAIC 1s 20 becomne an ccoMoNMK onUITY That 
MAAS ITS CAN Ope#;raling Goorswons and vhal 5 responsbie 
for its Oem profits and losses. for exoronsing solf-restraunt 
and for wts own development. Its on the leading edge of 
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SUOMOL Bnd woohnologs.. andl wt combenss The wrvebteasry and 
whe onan om 2 bongm cxcie 


Im acondance with the bas approach of “Gevelopig 
BTCA. PTO Moe CMa POO wPOWIE 
TST, and OnonuMe weand the word” the compote 
Dion's gandhi plan For Talila of whe aloe Tasks Is ass 
Tallow 


Continaing Ty Make Qe Viest of Saccesstal Exgxekace 
m Actespace Ediewwors.. Successful) oupememnces oh HEAT 
space ondzaxors Gung whe pasn 3” wears wnchadie whe 
Tollosum: acving 2s Chima’s Oncurrstamces POTN, set 
Tae bend goak, emphaswne key PONS. BA Pro 
COO M an orderly way Sap dy seep, sokivvsh 
Pusu the world advanced ewe! of aerompace Bech 
nology. adhere to undiependom: and keeper he wr 
TAUIVS Wh Oust Onn hands andi wo solwrohamee. taku Oust 
oem CouTse Of Gachoipment. wprOwe mMAsnaenal 
COOPSTSNOM, and wpa adrancad wohnology:, prac 
mie Of wud and conurabaed ladies. organize the 
enune Coun Jor Lange scale coopera, pracwOMe 
SHSM SMUT UY TAMA WM AOS WHT whe 
es Of Geaclopman of acrospane hn. adhere 
© 2 POlkcy Of prodworg reswhs, produce wierd 
POTSOMMS! and Produce Twi. Trane up 2 sup|rh 
BETCHA SONICS BHAA Chip, COMP: Waku Sure Ww 
Gevone Chast alionuen simuhancoush w the Gevelop- 
mem Of manenall and spimiuall oowihzaven, canting 
forsard the cvradhtomal aerospace spt. adtherm@ 3 the 
prencuples than Preser Zhow tormusarad of semQusMNess 
BMG COMSOISNUNOUSNTSS, COMPRISES wnd mneculous- 
ness, Steadizsrness and rhein, making sane whan 
MOTH goes wrong, and adhere w he work Sryile whan 
Comrade Niue Romgzhem adocared of “a semous arr 
Tadic. SINC? TEQuTeMeMns. and n@orous mevhods.” 


a@herence & a Policy of Linking Ge Military and Ge 
Cite, Poacetime and Vi artine, Greing Prumin @ Vii- 
ary Ordnance, and Using Che Civiliam To Visiintain the 
Miltary. While omunrg “promity for military ond- 
name Ciwiham amospace goods ane ww be Gewoloped 
Vigoroush.. busuness is 2} be Gecontralied and embwened. 
the undustnahzanom of arospace some and technology, 
1S WO be aceekerared. modenmnzanuon of manomall defemie 
Bnd SSIWKT I he mawomal ecomomy 1 IW de AVS 
purswed. efhorts are w be made w Open weal 
TMATKTS,, 2D OMUSM Wed the work Ww MAPMOVe eo 
OMNI TOWNS Seach. and wo Pal an aerospace COMPS 
Uhl Dhar Cont emaits 


Adherence tH Che tomancyunatien of Deriving. the Davtemse- 
fication of Refierm Exgarsion of Ge Oeming & Oe 
Outside Voorld, and Accelerate of Develogmem. Acco} 
cTavIOM Of reform and cipenump wo Whe Qutsdie world. andi 
Bcookoravion of Gevwwsloprment mast proceed trom reabes 
and comducned realsucalh. They raguare both baldness 
Mm wnoxaven and 2 sinc soremuiic awitwde. They 
rogue how an crmamcupavion of Uhuru WO Sree OT whe 
femenrs Of old comoeprs. and makeup sure 2 Go & sod oid 
SmMphasiwire Practical results, 
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By way of maintaining development momentum, the 
aerospace science and technology industry has drawn up 
a development plan for the period between now and 
2000, and an Eighth 50-Year Plan. Acting in the spirit of 
Comrade Xiaoping’s remarks during his travels in south 
China and his statements to the | 4th Party Congress on 
seizing Opportunities, emancipating thinking, acceler- 
ating reform, and quickening development, the aero- 
space industry has set four new requirements, namely 
earliest possible strides ahead in aerospace technology, 
production of civilian goods at a certain scale, exports to 
earn foreign exchange, and economic benefits, as well as 
10 major specific tasks. 


Comrades! The situation we face is as follows: Daunting 
tasks, very great difficulties, rare opportunities, and bright 
prospects. This means that, on the one hand, the above 
goals and tasks are an enormous project of unprece- 
dented difficulty and complexity that will not permit the 
slightest carelessness. Furthermore, external relations 
pertaining to research and development of military ord- 
nance at the present time require further improvement, 
and funds are not available. Enterprises and institutions 
are not earning high returns, and their losses are 
increasing; results obtained from translating scientific 
and technical achievements into products and the 
founding of industries are not great. We are a long way 
from forming a benign cycle that combines the military 
and the civilian. Neither does our thinking, work style, 
and methods fit the developing situation. At the same 
time, the CPC Central Committee, the State Council, 
and the Central Military Affairs Commission devote 
extremely great attention to and show very great concern 
for the development of aerospace. The whole country is 
accelerating reform and the opening to the outside 
world, and both the rapidly developing domestic envi- 
ronment and the present international climate favors us 
more and more. New systems and new mechanisms will 
infuse new inspiration and new vitality into aerospace. 
The old leaders, old experts, and old comrades have laid 
a good foundation. In addition, people all over the 
country fully understand and wholeheartedly support the 
effective efforts of the superb aerospace corps. Chinese 
aerospace also faces rare development opportunities. 
There are plentiful prospects for accomplishments. 


Most important is the need to work with perseverance 
for complete fulfillment of the five key tasks for the 
current year, namely: 


1. Inculcation of a strong sense that quality is vital to 
aerospace, a good job done in improving quality. The 
reasons for the quality problems that occurred in the 
research and development of past models must be ana- 
lyzed step by step, effective actions taken, and a list of 
items to be inspected preliminary to acceptance drawn 
up. The technical and material basis for better quality 
must be built, quality control improved throughout all 
processes and in every regard. A quality protection 
system must be established and perfected, and a quality 
responsibility system must be put in place. Within two to 
three years, quality should be raised to a new level. 
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2. Full attention to research and development of models. 
“Various Measures To Ensure Success in the First Flight 
Testing of New Models” must be implemented to ensure 
ensuring completion of the current year first flight tests 
and large model testing, and to ensure progress in the 
research and developnu vt of key models. Close atten- 
tion must be paid to tccnr ological transformation, to key 
technological problems, and to pre-research tasks. 


3. Fulfillment of plans for readjusting the product mix. 
All possible must be done to attract foreign investment. 
Advanced foreign technology and capital must be boldly 
imported on a broader scale and at a higher level. 
Foreign trade must be expanded to enable the aerospace 
industry to develop technically, economically, and effec- 
tively. Effective actions must be taken to realize another 
reversal of losses by one-third in 1993. 


4. A good job of intensifying reform throughout the 
system. The military and the civilian must be separated 
and consolidated; development of tertiary industries 
should reach plan requirements, and logistical support 
work should be socialized and become economically 
self-sustaining within three to four years. A beginning 
should be made in critical ways during 1993. The eight 
measures cited in “Basic Approaches for Intensification 
of Reform in the Aerospace System, for Widening the 
Opening to the Outside World, and for Accelerating 
Development” must be fully implemented. All norms 
should be included in the Eighth Five-Year Plan and in 
annual progress plans. They should be broken down for 
implementation level by level, responsibility assigned to 
specific units and individuals. 


5. A good job of changing functions, simplifying organi- 
zation, improving work style, and increasing efficiency 
simultaneous with founding of the corporation. Chinese 
aerospace must shoulder heavy burdens and travel a long 
road. Transformation of the system and the mechanism 
will be a brand new undertaking and a severe test. The 
corporation must rally its spirit, and it must adopt a new 
posture and a new work style. It must carry forward the 
pioneering spirit of Secretary General Jiang Zemin’s 64 
character call to people throughout the country, perse- 
vering in the “emancipation of thinking, the seeking of 
truth in facts, active exploration, daring to innovate, 
arduous struggle, pressing forward in the face of difficul- 
ties, learning from foreign countries, constantly striving 
to become stronger, practicing modesty and prudence, 
guarding against arrogance and rashness, being dedi- 
cated heart and soul, keeping in mind the total situation, 
being hardworking and thrifty, practicing honesty, make 
vigorous efforts to make the nation prosperous, and 
contribute selflessly.” In particular, energetic efforts 
must be made to provide education related to aerospace 
realities in China, and to continue and carry forward the 
traditional aerospace spirit. A work style of vigor and 
speed, doing things promptly, not procrastinating, and of 
decisiveness and fast action must be inculcated. A work 
style of pioneering and moving ahead, daring to inno- 
vate, dissatisfaction with the status quo, and not sticking 
to convention must be inculcated. A work style of strict 











JPRS-CAR-93-071 
23 September 1993 


organizational discipline, carrying out of orders, and 
halting what is forbidden, and a work style of becoming 
closely involved in activities at the grassroots level and 
going deep into the realities of life, investigating and 
studying, and adhering to the seeking of truth in facts 
must be enforced. New problems must be studied, and 
new experiences summarized. The character and laws 
regulating a socialist market economy must be conscien- 
tiously studied and mastered, It is necessary to learn how 
to swim in the ocean of a socialist market economy. 


Thanks to the leadership and concern of the CPC Central 
Committee, the State Council, and the Central Military 
Affairs Commission, Chinese aerospace endeavors have 
always received energetic support and cooperation from 
all industries in the country, all central government 
ministries and commissions, corporations, the govern- 
ments of all provinces and municipalities, all military 
commission headquarters, the National Defense Science 
and Technology Commission, all service arms and 
branches, and all military regions. I would like to avail 
myself of this opportunity to express my heartfelt grati- 
tude to all fraternal departments and units! We firmly 
believe that in future we will certain receive greater 
concern and support from you. This is an important 
guarantee for continued development of aerospace 
endeavors. I want to thank compatriots from Hong Kong 
and Macao and overseas Chinese who have always 
shown concern and vigorous support, and I want to 
thank international colleagues for their vigorous support 
and cooperation. In future, the Chinese Aerospace 
Industry Corporation (the National aerospace Adminis- 
tration) will continue to maintain and expand this kind 
of sincere cooperation. 


Comrades! The current situation is very good. Tasks are 
heavy; the course of events depends on human effort; 
prospects are bright, and a crucial period is at hand. It is 
hoped that the entire industry will increase the number 
of its cadres and mobilize staff members and workers, 
unite as one, be of one heart and one mind, understand 
the situation clearly, seize opportunities, take firm hold 
and do a solid job, do a job of building the corporation to 
usher in a new situation in Chinese aerospace science 
and technology industry and make a greater contribution 
to the party and the state. Victory will surely belong to 
China’s aerospace men. 


SMALL-SCALE ENTERPRISES 


Speed Enterprise Development in Hebei Poor 
Areas 


93CE0798A Shijiazhuang HEBEI RIBAO in Chinese 
25 Jul 93 pl 


[Article by Zhao Shude (6392 2885 1795) and Zhao 
Fayong (6392 4099 8673): “Make Township Enterprise 
Development in Poor Areas an Economic Develop- 
mental Breakthrough; Provincial Work Conference 
Stresses Speeding Up Developing Township Enterprises 
in Poor Areas” ] 
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[Text] The Three Day Provincial Work Conference on 
Speeding Up Development of Township Enterprises in 
Poor Areas ended on July 24 in the city of Zhangjiakou. 


Li Bingliang [2621 3521 5328), Vice Secretary of the 
Provincial Party Committee, and Gu Erxiong [7357 
0059 3574], Provincial Vice Governor, both addressed 
the conference separately. In attendance at the confer- 
ence were all of the province's vice mayors and vice 
commissioners with responsibility for township enter- 
prises, the vice chairmen and assistant directors of 
township enterprise bureaus from 32 poor counties, and 
people in charge of relevant departments directly under 
the provincial government, some institutions of higher 
education and scientific research units. The focus of the 
conference was on studying to speed up the development 
of township enterprises in poor areas and plan township 
enterprise work for the rest of the year. They determined 
to make development of township enterprises a break- 
through in developing the economies of these poor areas. 


Li Bingliang discussed five points concerning the devel- 
opment of township enterprises in poor areas, stressing 
that this was not just an economic task of operating 
township enterprises, but should also be treated as a 
serious political assignment. Most of the poor areas are 
old liberated areas; if people there cannot prosper, we 
will have betrayed the revolutionary martyrs who shed 
their blood and died martyrs’ deaths, as well as betrayed 
the people in those old liberated areas. For comrades 
from the old liberated areas, we must be progressive in 
our liberation thought; it is most important to smash the 
limiting theory that conditions alone decide further 
development, rid ourselves of “left binders and the 
influences of a planned economy, go all out and act 
boldly and confidently to develop township enterprises. 
The forces of production are at a lower level in the poor 
areas, sO multiple forms of ownership and operating 
systems should be implemented. We should eradicate 
the idea of looking up to and relying too much upon the 
state, and instead make reliance on the masses the base 
point of development, making them stronger and more 
self supporting. Only in this way will there be wider 
developmental routes, more methods of development, 
and a faster pace of development. We must overcome the 
ideas of dealing only with the current situation and 
inertia, and we must develop the creative spirit of 
learning to move forward and take risks. Of course, by 
daring to take risks we do not mean to blindly act 
recklessly, but we must generate real energy, pursue 
practical efficiency, and develop in a down-to-earth 
manner. 


Li Bingliang stressed that if township enterprises in poor 
areas are to continue development, deeper reform and 
opening are essential. The Central Committee of the 
party, the State Council, the provincial committee and 
the provincial government have all along issued a series 
of policies intended to speed up the development of 
township enterprises. These policy measures must be 
implemented by departments at all levels to ensure that 
“implementation must be to the bottom in depth, to the 








26 ECONOMIC 


sides in width; implementation cannot be blocked or 
stopped, it must be applied thoroughly and activly.” 
Nothing can be allowed to obstruct the implementation 
of these measures. Meanwhile, from their individual 
situation, each locality should work out specific policy 
measures favorable to their local development. Li 
Bingliang especially emphasized that under curent cir- 
cumstances, with the state strengthening and improving 
macroeconomic regulation and control, we must firmly 
and unshakably develop township enterprises, and espe- 
cially accelerate the pace of development in poor areas. 
He asked that party committees and government at all 
levels strengthen leadership of township enterprises. 
After implementation of the leadership system, whereby 
the cities control the counties, party and government 
leaders must simultaneously develop both city and 
county economies. They especially do a good job on 
township enterprises in order to tightly connect city and 
county economies, promoting each, and developing 
them jointly. 


In his remarks, Gu Erxiong first of all summed up the 
developmental situation of the province’s township 
enterprises dur‘ng the past half year. In the past year, due 
to efficient leadership, investment, market, and develop- 
mental practices by leasers at all levels, township enter- 
prises in the province continued to develop rapidly. The 
economic indexes for all items showed a rate of increase 
that was the highest in the same period for township 
enterprises in the history of our province. Township 
industry Output value increased at an average ate of 76 
percent, which was 5 percentage points higher than the 
average rate for the nation, the first time in which the 
provincial average was greater than the nation’s. 


He said that at the same time we assess the situation as 
good, we must also see clearly that there are problems 
which exist in the development of township enterprises. 
Mainly, these are: there is still a considerable gap 
between us and China’s more advanced provinces; the 
joint-stock system for rural collective enterprises is not 
developing at a satisfactory pace; there are too few 
people with the talent to develop a joint-stock system, 
who are good at finding projects and capital from all 
kinds of markets; parts of our backward prefectures, 
cities, and countys are unclear as how to speed up 
development, and have too few developmental methods 
and efficient measures. This is especially the case in 32 
poor counties where the township enterprise production 
output is less than 700 yuan per capita, far lower than the 
provincial per capital figure of 1,260 yuan. If these parts 
of counties do not speed up township enterprise devel- 
opment, it will effect the growth of township enterprise 
development throughout the province, and the local 
people will be unable to escape from poverty and be 
prosperous. If people in these parts of the areas cannot 
prosper, it will be difficult to achieve the goal of a 
relatively well-off live for the people of the province. To 
resolve these problems, Gu Erxiong believes that the 
following six key problems must be resolved: 
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First, put people’s problems foremost. The concept of 
using people must be renewed for poor areas to develop 
economically. According to Comrade Deng Xiaoping’s 
three “favorable’’ requirements and what is actually 
needed for local economic development, we must select 
talented people who can render outstanding services in 
working for people, and not stick to one pattern. When 
selecting ““commanding officers,’ we must select a group 
of entrepreneurs who understand economics and admin- 
istration, and are dedicated to helping people in the poor 
areas to get out of poverty and become affluent. Second, 
adhere to the principle of being “driven by multiple tires, 
operating on multiple tracks” to develop multiple eco- 
nomic factors simultaneously, especially the thorough 
development of the individual and privately owned 
economies. The economic base in poor areas is thinner 
and weaker, lacking capital, technology and talented 
people; if they depend only on developing township 
collective enterprises to make a breakthrough, it will be 
very difficult to start and develop, so we must loosen our 
policy, and encourage thorough development of the 
individual and privately owned eccnomies. We would 
persist in development first, regulation second, and 
absolutely not try to regulate every aspect, in order to 
prevent a return to the way of bringing things to a 
premature end. Third, thoroughly develop the family 
handicraft industry. When a family’s handicraft has 
developed to a certain scale with a certain market, it 
must find other families to develop associations in order 
to enlarge the scale of production, developing into town- 
ship enterprises. Experience has proven this a successful 
way for poor areas to develop township enterprises. In 
the poor areas there are many traditional technically 
skilled craftsmen with great potential for development; if 
they are organized and led well, there will be greater 
development. Four, find out all means of organizing 
labor export. Exporting labor from poor areas cannot 
only allow the masses to accumulate the income from 
that labor, it can also cause the people in poor areas to go 
out from their narrow field of vision of family, village, 
town, and county, and thereby renew their ideas, liberate 
their thinking, learn some specialized skills, improve 
their capabilities, and create the conditions to explore 
local resources and establish township enterprises. Five, 
do a good job of construction in township enterprises’ 
industrial zones for helping poor people. With the lim- 
ited fundamental conditions for traffic, telecommunica- 
tions, and energy resources, it is unrealistic to establish 
township industry projects in every location; therefore, 
we should make the fullest use of the limited funda- 
mental conditions by choosing one or two places where 
the conditions are better, and designate these areas for 
supporting poor township enterprise industrial small 
zones, concentrated into a group of backbone industrial 
projects as pillar enterprises for all enterprises in the 
county. Sixth, help people in poor areas to get out of 
poverty and become prosperous. Prior to the conference, 
the provincial production office and provincial civil 
administration department issued a plan for the prov- 
ince’s large and medium scale enterprises to lend appro- 
priate assistance to poor towns. The provincial scientific 
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commission and provincial education commission 
issued a plan whereby scientific research units, universi- 
ties and colleges would extend appropriate assistance. 
The provincial government has gotten the parties 
together, but the next phase of the work will rely mainly 
on the counties and enterprises, the scientific research 
units, and the universities and colleges consulting and 
studying further the specific steps to take in rendering 
assistance. 


Finally, Gu Erxiong called for the entire province to 
come to grips with several important tasks over the next 
five months. First, confirm the position responsibility 
system and the system of rewards and punishment for 
leading comrades who are responsible for township 
enterprise work. Second, set up and perfect a system 
which encourages enthusiastic township cadres who 
advance township enterprise work. Third, further 
develop a joint-stock system for township enterprises. 
Fourth, inspire the masses to thoroughly develop town- 
ship enterprises. Fifth, in each township, cultivate more 
than three talented people capable of implementing a 
joint-stock system, “understanding people” who know 
finance, and are capable of using the market to find 
projects and capital. Sixth, to develop on two hands (the 
“three border” areas and the poor areas), achieving a 
breakthrough by focal point (concentrated to develop 
one or two towns in a poor area). 


At the conference, Zhangjiakou municipality and Wan- 
quan county introduced their situation in developing 
township enterprises, and there were visits to some 
townhsip enterprises. There were reports and exchanges 
from each municipality and prefecture on the situation 
of township enterprise development in each area, and 
discussion and revision of the provincial government’s 
“On the Decision To Further Accelerate Development of 
Township Enterprises in Poor Areas.” 


POPULATION 


Tackle Issues of Family Planning Work 


93CE0783A Yinchuan NINGXIA RIBAO in Chinese 
3 Jul 93 p 3 


[Article by Niu Qi (3662 3823), Secretary of Autono- 
mous Region Family Planning Party Organization: 
“Thoughts on Ningxia’s Population Trends and Family 
Planning’’] 


[Excerpts] In 1992 Ningxia attained successes seldom 
seen in recent years of family planning. Overall levels of 
family planning regionwide were raised further and 
population birth rates continued to fall. Nevertheless, 
while affirming our gains, we must soberly recognize 
issues that cannot be neglected in the family planning 
work of our region. [passage omitted] 


In 1992 the entire region had 970,000 births. There were 
430,000 unplanned births, or 44.64 percent. Among the 
unplanned population, 71.37 percent did not leave 
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enough of an interval. Because of the large population 
base, the absolute number of births still was high. Like- 
wise, we must take an adequate estimate of “exagger- 
ated”’ population statistics. Recalling the family plan- 
ning situation in Ningxia, it can be seen that reliance on 
powerful administrative measures may lower birth rates 
in the short term but actual problems have not been 
fundamentally resolved since there has not been a com- 
plete turnaround in the masses’ view towards birth. Such 
birth rates are unstable and once we are lax in our work, 
population birth rates will soar. At present most places in 
Ningxia rely on crash jobs and remedies to control birth. 
We definitely have to work harder to transform this 
Situation gradually. Work differs between areas. Thus 
the Yuanshan area accounts for 58.8 percent of the entire 
region with 44 percent of the population. It is one of the 
poorest spots in China. The family planning base here is 
poor and it is really hard to control the population. In 
1991 the population birth rate of the river area of the 
region fell to 17.74 percent, which was 1.94 thousandths 
lower than the national average. In mountainous areas 
the population birth rate was 27.41 percent, or 7.73 
thousandths higher than the nationwide figure. In 1992, 
family planning rates in some advanced areas reached 99 
percent. Particular counties of the area had only a 36 
percent rate, a 63 percent difference. This situation 
seriously affects improvements in overall levels of family 
planning work regionwide. 


At present, leaders in some areas still have not fully 
realized the urgency of coordinating population, eco- 
nomic, social, resource and environmental development. 
An erroneous belief that “when the economy rises, 
population naturally falls’ has emerged. Because we 
have relaxed leadership over population and family 
planning, the latter lacks vigor and sufficient energy. 
According to the needs of the “Opinions on further 
enhancing family planning and seriously controlling 
population growth” approved and sent on by the auton- 
omous region party committee and government to the 
autonomous region population and family planning 
leadership group, in 1993 per capita family planning 
costs for the entire region should be 2.60 yuan. However 
in 1992 for some counties in the region the figure was 
0.48 yuan and in 1993 the figure shrunk another 10 
percent. It is very difficult to do grassroots level work 
because there are insuffient operating costs. As a result 
many comrades engaged in such work have changed 
professions. Some backbone forces have been selected to 
do economic work, all of which makes the originally 
unstable family planning forces even more unstable. In 
line with the continued deepening of reform and opening 
to the outside world and the gradual development of the 
socialist market economy, Ningxia’s population in flux 
increases daily. This is beneficial to promoting Ningxia’s 
economic development and enlivening markets, but 
many problems for family planning work are unavoid- 
able. The vast majority of the circulating population is of 
marriageable and childbearing age with poor family 
planning. Control measures cannot keep up with them. 
This directly affects family planning of the entire region. 
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Given the aforementioned circumstances, we must 
adopt forceful measures. [passage omitted] 


Paper Analyzes Phenomenon of Abandoned 
Infants 


93CE0783B Hong Kong TA KUNG PAO in Chinese 
13 Jul 93 p7 


[Article: “Observations on Abandoning Infants in 
Guangzhou”’] 


[Excerpts] In recent years in Guangzhou the phenom- 
enon of abandoning infants has grown increasingly 
serious. NANFANG RIBAO recently revealed that sta- 
tistics from the first half of 1993 nearly match those of 
the entire year of 1992. On | June, Children’s Day, five 
abandoned infants were found. There are roughly three 
reasons for abandoning infants: congenital illnesses, too 
many femaie births and illegitimate children. [passage 
omitted] 


A) A two-month old girl who suffered from a congenital 
enlarged colon, was tossed aside a certain road in the 
Yuehsiu area. 


B) Likewise was found alongside another road in the 
same area. She was also two months old and is still being 
examined for abnormalities. 


C) A girl with cerebral hypoplasia, was tossed aside a 
road in the Tung-shan area. Only one year old, her dull 
eyes were looking piteously skyward. 


More than 90 percent of abandoned infants are ill. Many 
suffer meningitis sequelae, hypoplasia, hydrocephalus, 
severe retardation, or congenital heart conditions, 
deformed limbs, or else Mediterranean anemia, chromo- 
some abnormalities, or other inherited diseases. These 
unfortunate lives were viewed as burdens or encum- 
brances by their parents. Most are taken to clinic by their 
parents or relatives. Upon a bad diagnosis, they are 
abandoned at the hospital door, observation area or 
upon a sickbed. One day, a young man brought his five- 
month old son suffering from a common cold to the 
Guangzhou Children’s Hospital “for a check up.” Seeing 
that he suffered from a congenital brain disorder, he was 
abandoned. 


Good prenatal and postpartum care is insufficiently 
highly regarded in rural areas. It is unpopular. Mother 
and infant care is weak. Idiots, cripples and deformed 
children are born because of early marriage and marriage 
between close relatives. In cities, although good prenatal 
and postpartum care is becoming popular, many people 
harm fetuses because they do not know enough about 
external factors. They do not know that besides heredity, 
pesticides, noise, air pollution, X rays, sexual diseases, 
smoking, drugs, urticaria, large cell viruses, and curved 
protozoa are all important factors that can harm the 
fetus. In Guangzhou one young drug-addicted couple 
used drugs during conception and as a result gave birth 
to an astonishingly skinny “old man spirit.” The child 
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vomited and shook unceasingly. They cruelly left the 
baby on the hospital doorstep just after the doctor 
examined it and found it deformed. [passage omitted] 


Nearly 10 percent of the abandoned infants in Guang- 
zhou each year are normal children. Almost all of them 
are girls! How obviously ingrained are the stale feudal 
concepts of “‘revering males and slighting females” and 
“respecting males but finding females inferior”! In rural 
areas in particular, some who blindly seek to have 
children find all ways and means to abandon them if 
they turn out female. In the town of Chiaotaiho in 
Guangzhou, one woman already had four daughters but 
she became pregnant again in order to have a son. In the 
end it was another girl. She most offhandedly and cruelly 
abandoned her! 


In the nursery of the obstetrics and gyneacology depart- 
ment at a certain hospital in Guangzhou, a pretty female 
infant with regular features, rosy white skin and four big 
plump limbs has no idea that she has been abandoned by 
the parents who just gave her birth. Just before she was 
to give birth, her mother, Li so-and-so, contracted ges- 
tational appendicitus. She went to the hospital for an 
operation and shortly thereafter gave birth to a daughter 
safely and soundly. Both were in fine health postpartum 
but when Li was discharged from the hospital she failed 
to go the nursery to retrieve her daughter. She quietly left 
the premises and did not return. [passage omitted] 


Some fates among the abandoned infants are more tragic 
than others, namely, illegitimate children. As soon as 
such children are born the vast majority are abandoned 
because their parents do not take responsibility for 
marriage but give birth without becoming legal man and 
wife, plus the fact that illegitimate children have no legal 
protection, and that unwed mothers love to have face. 
One day, a 20-something year old young woman about to 
give birth was moaning alongside the road. When a 
passerby discovered her he carried her to a certain 
hospital in Guangzhou where she gave birth to a healthy 
boy without mishap. Oddly, not only was the boy’s 
“father” never revealed, but the mother abandoned him 
in the hospital and quietly slipped away. Some unwed 
mothers do not even go to the hospital to give birth but 
leisurely have their babies on the roadside and then 
make a getaway. [passage omitted] 


POPULATION 


Effective Birth Control by Male Sterilization 


93CE0783C Beijing ZHONGGUO RENKOU BAO 
in Chinese 19 Jul 93 p 1 


[Article by Song Qixia (1345 4860 7209): “Sichuan 
Males Make Great Contribution, Fulfill Responsibility 
to State, Dispel Wives’ Worries” 


[Excerpts] Sichuan, which enjoys the nickname of a 
“land of plenty” and is China’s most populous province, 
is among the best in terms of family planning. Whether 
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in terms of population birth rates or the natural increase 
rate, both are lower than the national average. Popula- 
tion increases have been effectively controlled. Sichuan’s 
portion of China’s total population fell from 10.24 
percent to 9.17 percent. The aggregate female birth rate 
fell to 2.1, of which the contribution by Sichuan’s 
menfolk cannot be discounted. 


Relevant information and statistics indicate that China 
accounts for more than 32 million of the more than 62 
million instances of male sterilization worldwide. This is 
approximately one-half of the global male sterilization 
rate. Sichuan’s males account for the largest portion of 
this figure, approximately 15 million. Constituting one- 
quarter of the males sterilized in the world, they may be 
number one in the world. According to statistics, male 
sterilization accounts for 31 percent of the contraception 
and birth control measures adopted by Sichuan’s hus- 
bands and wives of childbearing age. The male-female 
sterilization ratio is 5:1. The city of Deyang has one of 
Sichuan’s highest sterilization rates. At the end of 1992, 
there was a total of 282,633 male and female ligations, or 
92.8 percent of the husbands and wives of childbearing 
age with more than two children. Males accounted for 
264,781 ligations, 15 times the number of female liga- 
tions. 


There are three reasons that Sichuan, an inland area of 
China with old traditions, has astonishing success with 
male sterilization: 


1. While propagating family planning is a joint respon- 
sibility and task of both husband and wife, there is more 
stress on “family planning is the husband’s responsibil- 
ity” by promoting and advertising male sterilization. In 
Shenfang county, a nationwide red flag family plannning 
county, 30,828 males were sterilized from 1970 until 
1975 when “family planning is the husband’s responsi- 
bility” was energetically promoted. The natural popula- 
tion increase rate fell from 32 per thousand in 1970 to 
6.5 per thousand. From 1978 until now, the excess birth 
rate has fallen below 0.68 percent, with family planning 
rates steadily above 99 percent. 


2. The lead taken by party cadres in making male 
sterilization common. Promoting and advocating hus- 
band ligation was not smooth sailing in the Sichuan of 
“‘male chauvinist” feudal traditional concepts. Besides 
being fettered by old concepts, people really felt afraid of 
and worried about ligation techniques. To dispel wor- 
ries, on the basis of further propagating scientific knowl- 
dege, they first motivated leading cadres and party 
members to undergo the procedure as a personal 
teaching method to encourage the masses. After former 
Guanghan County (City) Municipal Committee Secre- 
tary Ye Wenzhi [0673 2429 1807] took the lead in male 
sterilization, more than 90 percent of males with more 
than two children as well as common party members in 
Guanghan’s counties, towns and villages were sterilized. 
This caused male sterilization to become commonplace. 
At the end of 1992, there were 50,309 accumulated 
instances of male sterilization in the city, or 93.05 
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percent of total male and female sterilization. Since 
1980, family planning rates in the city have surpassed 97 
percent. Since 1986, there have been seven straight years 
with no excess births. 


3) Active promotion of advanced scientific techniques to 
ensure the safety of those sterilized. That Sichuan could 
have such common advanced male sterilization tech- 
niques, thanks should go to the creator of the world 
reknowned “Mr Li ligation procedure,” former director 
of the Chongqing Family Planning Institute, Professor Li 
Shunqiang [2621 7311 1730}. He discovered two non- 
surgical male sterilization techniques, namely the “ver- 
tical clamp and pierce tubal ligation technique” and the 
“horizontal skin tubal injection adhesion blockage tech- 
nique” which make the procedure safer, easier and 
relieves patient fear of surgery, thereby improving the 
masses’ acceptance of male sterilization. From the mid- 
1980s until now Sichuan has been establishing a good 
base with a continuous four-level family planning tech- 
nology service network at the city, county, district and 
village levels. It deploys specialized technicians trained 
in male ligation to ensure quality procedures and tech- 
nical services. [passage omitted] 


In 1988 Peng Peiyun [1756 3805 0061], director of the 
State Family Planning Commission, praised the “partic- 
ularly good males of Sichuan” at a national family 
planning service station experience exchange meeting 
held in Chongqing. [passage omitted] 


Difficulties of Urban Population Control 


93CE0825A Beijing ZHONGGUO RENKOU BAO 
in Chinese 26 Jul 93 p 3 


[Article by Hu Weigao, director of the Shenzhen Munic- 
ipal Family Planning Office: “‘Population Control in 
Shenzhen City and the City’s Policies for Dealing With 
the Issue”’} 


[Excerpt] [passage omitted] From 1980 through 1991, 
the total population increased from 332,900 to 2.3853 
million, with nearly 90 percent of the population being 
nonagricultural; the population density was 1,181 per- 
sons per square kilometer. Meanwhile, 300,000-400,000 
“three no’s” people (no permanent residences, no legit- 
imate jobs, and no valid identification papers) were not 
counted here. The gross value of industrial and agricul- 
tural output increased from 420 million yuan to 27.554 
billion yuan, of which 96.4 percent was accounted for by 
the total value of industrial output. 


Shenzhen is an immigrant-type modern open city, and 
the population is of the dynamic type. The characteris- 
tics and difficulties of the family planning work of city 
are as follows: 


1. The total population has grown tremendously, with 
the growth being mainly mechanical growth; the propor- 
tion of permanent residents in the population is small. 
The total population of the city was 314,100 in 1979, and 
increased to 2.3853 million by the end of 1991, with 
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1.6531 million persons being temporary residents. In the 
12 years, the total population grow by 7.59 times, 
representing an average annual growth rate of 63.25 
percent. In the period from | July 1985 to | July 1990 
alone, mechanical growth resulted in the population 
increasing by 1.0572 million which was equal to 63.9 
percent of the total municipal population at the time of 
the fourth census. As there exists such a large transit 
population which receives birth quotas from the relevant 
places of origin, our city’s family planning work faces 
many difficulties. 


2. The composition of the population is very complex. In 
accordance with the requirements raised by China’s 
residence registration system, and in view of the needs 
generated by our city’s effort to develop the economy 
through internal linking and introduction from outside 
the city, a new multilayered residence registration 
system has been formed. First, there is a permanent 
population of 732,200, accounting for 30.7 percent of 
the total; second, there is a transit population (people in 
this category are different both from the temporary 
residents in the hinterland and from the permanent 
residents, and the system used here is a new residence 
registration system which can meet the needs of eco- 
nomic activities; those people can stay in the special 
economic zone, and must have their temporary resi- 
dence permits checked once a year) of 1.6531 million, 
accounting for 69.3 percent of the total; and, third, there 
are approximately 300,000-400,000 “‘three no’s” people 
(no permanent residences, no legitimate jobs, and no 
valid identification papers) who mostly live beside “five 
kinds of places,” that is, mountains, villages, rivers, 
roads, and ponds; as a result, this difficult-to-touch 
corner of the family planning work is very hard to tackle. 


3. A large share of the population consists of people 
working in the foreign-financed enterprises and indi- 
vidual business operators. During the Seventh Five-Year 
Plan period, the number of employees of foreign- 
financed enterprises increased at an average annual rate 
of 35.71 percent, which was 15 percent and 19.1 percent 
higher than the rates of increase in the numbers of 
employees of nation-owned and collectively owned 
enterprises respectively. In 1990, the increase in the 
number of employees of foreign-financed enterprises 
accounted for 81 percent of the increase in the number of 
employees citywide. Those people are more indepen- 
dent, and it is difficult for the family-planning adminis- 
trative constraints to affect them; as a result, it becomes 
difficult to implement family planning and birth control 
measures. 


4. The population’s cultural quality is uneven. In the 
total population, 4,767 out of every 100,000 persons 
have received college (including technical college) edu- 
cation; this figure is 3,345 higher than the national 
average, and is just below those for Beijing, Shanghai, 
and Tianjin, thereby occu; 


transit population which accounts for two-thirds of the 
total population mostly comes from rural areas, and is 
rather low in cultural quality. Only 1,950 out of every 


ig the fourth place. But, the. 
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100,000 persons have received college (including tech- 
nical college) education. Most have not yet basically 
changed their views on marriage and birth. Thus, it is 
difficult to control the phenomena of having extra-plan 
births and secret births. 


5. The population is young, and the number of people of 
child-bearing age is large. The average age of the total 
population was 27.3 at the time of the third census, and 
became 25.3 at the time of the fourth census, repre- 
senting an decrease of 1.83 years. The median age was 
21.59. The people who are of marriage age, that is, 15 or 
older (the marriage age stipulated at the time of the 
fourth census, but not the legal marriage age), account 
for 85.33 percent of the total population as determined 
by the census; in this respect women of child-bearing age 
account for 39.64 percent of the total population, a 
percentage which is 15 percentage points higher than the 
provincial average. Consequently, the birth peak will last 
longer in Shenzhen. Many of the currently married 
people are married to foreigners; thus the family plan- 
ning task is arduous. [passage omitted] 


Data: Family Planning Program Arduous 


93CE0825B Lanzhou GANSU RIBAO in Chinese 
28 Jul 93 p 1 


[Report by Ye Hai: “The Situation Regarding Family 
Planning Is Grave in Our Province’’] 


[Excerpts] According to the survey results and statistical 
data provided by the provincial government, the Provin- 
cial Family Planning Commission, and the Statistical 
Bureau, the birth rate and the natural growth rate of the 
population were persistently high provincewide in the 
first half of this year. In some regions, the phenomena of 
early marriage, unregistered marriage. having extra-plan 
births, and having births as soon as possible were wide- 
spread. The province as a whole faces a grave population 
Situation. [passage omitted] 


According to analysis, the serious weakening of popula- 
tion control has mainly been caused by the following 
several things: First, the weakening is related in some 
way to the fact that some leading cadres and family 
planning cadres do not have the spirit of doing real, 
effective work, have failed to be sufficiently guided by 
the idea of acting in accordance with the law, and are not 
strictly enforcing the policies. They fear that they would 
lose votes or offend people, and thus shrink from diffi- 
culties, adopting a tolerant and excessively lenient 
approach. Asa result, the phenomena—including having 
extra-plan births, having several births in violation of the 
policy regulations, having another birth before the 
required pause ends, early marriage, unregistered mar- 
riage, substituting sterilization for penalty, and the insuf- 
ficient severity of penalties—exist on a widespread basis. 
Second, in some localities the work is weak at the 
township level, and especially at the village level; the real 
situation is not clearly grasped, and regulatory work and 
technical services are not up to the requirements. In 
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addition, in the process of establishing the system of 
socialist market economy, family planning work is faced 
with some new issues. For instance, as some regions in 
financial difficulties lack funds for family planning, 
family planning cadres are asked to create revenues for 
themselves. As the development of market economy has 
accelerated population flow and migration, the phenom- 
enon of population dispersing is increasingly prominent; 
as a result, it becomes difficult to keep control over the 
marriage and birth situation. The tendency toward 
“always focusing on the matter of money” in society has 
also to some extent adversely affected the stability of the 
force of family planning cadres. 


Measures on Managing Transit Population 


93CE0825C Beijing FAZHI RIBAO in Chinese 
29 Jul 93 p 1 


[Report by staff reporter Jiang De: ““How To Manage the 
Transit Population?—A Report From Jiangsu’ 


[Text] As shown by surveys, the transit population, 
consisting of people who have come from outside 
Jiangsu Province to work here, is over 5 million, and the 
resultant public security problems are very prominent. 
Criminal and public security cases linked to this popu- 
lation account for 20 percent of the provincial total, and 
for as much as 50-70 percent of the total in such places as 
Suzhou and Wuxi. 


In the face of such a situation, the approach adopted by 
the public security agencies of Jiangsu Province to 
dealing with the problems is to adapt to the situation, by 
carrying out bold exploration in an effort to reform the 
population management work. The concrete method is 
to treat the management of the transit population in the 
same way as the management of the permanent popula- 
tion, and to regain control over the management of the 
part of population which has slipped out of control, 
through achieving a clear understanding of the real 
Situation, issuing permits, getting people registered, con- 
trolling the battle positions, and promoting comprehen- 
sive improvement. This work has played an important 
role in stabilizing the public security situation and con- 
trolling various crimes. 


A key link in Jiangsu Province’s effort to enhance the 
management of the transit population is to get to know 
clearly the real size of the transition population. Pres- 
ently, public security agencies across Jiangsu, especially 
in the southern Jiangsu region where the transit popula- 
tion is larger, have established the system of “monthly 
checking and yearly cleaning-up” on a widespread basis, 
registering and checking the transit population widely at 
the beginning of each year so as to get to know the real 
figures, while issuing temporary residence permits and 
creating relevant files. Then, there would be monthly 
checks, so as to grasp the changing situation regarding 
the transit population. In this way, public security agen- 
cies are able not only to know clearly the situation 
regarding the transit population, but also to break many 
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criminal cases during the checking and registering. Last 
year alone, 3,145 criminal cases were broken and over 
7,000 public security cases were investigated and han- 
died, because of the leads produced by the provincewide 
effort to enhance the management of the transit popula- 
tion. During the checking and registering this year, the 
province again produced nearly 2,000 pieces of informa- 
tion serving as clues for solving criminal cases, and 
exposed over 7,000 law-breakers and criminals. Of those 
people, over 550 were arrested; nearly 4,000 received 
public security penalties. Many of those exposed law- 
breakers and criminals were criminal offenders who had 
committed serious crimes. For instance, Wuxi City 
apprehended the murderer Lu Bo who had been a 
fugitive for more than a year, after committing murder 
in Chongqing; Changshu City apprehended Zhang 
Linxian who had been the chief culprit of the theft of 
over 400,000 yuan’s worth of industrial raw materials in 
Xiaoshan County. 


Strengthening the control over battle positions is the 
second measure used by Jiangsu Province for enhancing 
the management of the transit population. The Runzhou 
Branch of the Public Security Bureau of Zhenjiang City 
has discovered in practice that the large amount of 
scattered private housing for rent is the main place where 
the transit population lives. To manage the transit pop- 
ulation, it is imperative to effectively control this battle 
position. Consequently, with the support from the rele- 
vant agencies, they instituted the system of housing 
rental permits for governing the renting of private 
housing. Under this system, all private housing for rent 
must satisfy the relevant regulations on housing rental 
and on public security. Owners must sign public-security 
responsibility agreements with local police stations in 
order to get housing rental permits, and are prohibited 
from renting out housing without permits. At the same 
time, owners and tenants must apply to the village (o1 
neighborhood) committees or the police stations for 
temporary residence permits within three days after the 
renting of the housing. In this way, the situation where 
the size of the transit population was unclear has been 
thoroughly changed, with over 90 percent of the transit 
population having got registered. Not only have many 
criminals been exposed, but also the work of providing 
help and education for the transit population has been 
carried out. 


In the process of enhancing the management of the 
transit population, public security agencies across 
Jiangsu Province have also paid great attention to 
relying on all sectors of sor‘ety in the effort to promote 
comprehensive improveme.it in the situation regarding 
the transit population. Currently, in the southern Jiangsu 
region where the transit population is concentrated, a 
transit-population management system, based on a net- 
work of transit-population management offices, groups, 
workers at the village (or neighborhood) committees and 
employers, has been established; the system of “having 
employers assume the responsibility” has been used, and 
the method of “having transit people manage transit 
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people” is used. For instance, Jiangying City now has a 
transit population of 140,000, and is expected to have a 
transit population of 180,000 in the near future; it is 
difficult for public security agencies alone to manage 
that population. Therefore, they established 23 transit- 
population management offices and 126 management 
groups, with the help from the employers; they have also 
recruited nearly 1,000 ful!- and part-time management 
workers from among the transit population, thereby 
forming a complete management system. All this has not 
only stabilized the transit population, but also provided 
favorable conditions for enhancing the management of 
the transit population. 


FOREIGN TRADE, INVESTMENT 


Article Views Policy on Use of Foreign Investment 


93CE0650A Beijing GUOJI MAOYI WENTI 
[INTERNATIONAL TRADE JOURNAL] in Chinese 
No 5, 30 May 93 pp 33-36, 28 


[Article by Qiu Ling (6726 7117): “A Probe of China’s 
Policy on Utilization of Foreign Investment in the 
1990's} 


[Text] I. Review of Utilization of Foreign Investment and 
Economic Development of China in the 1980's 


The use of foreign capital by China played a fluctuating 
role in accelerating economic development in the 1980's. 
Reviewing and summing up the last 10 years of tortuous 
road in using foreign capital will help us decide what 
kind of policy to adopt regarding the use of foreign 
capital in the 1990's. 


Foreign capital's contribution to China’s economic 
development in the 1980's is mainly manifested as: A) 
acceleration of domestic economic growth; B) make up 
of the shortage of domestic construction funds; C) 
import of advanced technology and management expe- 
rience; D) expansion of labor employment; and 5) 
increase of domestic commodity supply. The role played 
by foreign capital in accelerating the growth of the 
national economy is becoming more and more evident as 
each day goes by. 


However the influx of foreign capital in the 1980's 
played a rather imbalanced role, timewise, in acceler- 
ating China’s economic growth. According to an esti- 
mate, the relevant flexible value of total agricultural 
output value and foreign capital inflow was 2.857 during 
the period between 1982 and 1984 and 1.254 during the 
period between 1985 and 1989. In other words, in the 
early 1980's, for each unit of increase in foreign capital 
inflow, total agricultural output value increased 2.857 
unit, while in the latter period, the increase was only 
1.254 unit, a decline of 1.603 unit. The role of foreign 
capital inflow was obvious in economic growth in the 
early period and it declined sharply in the latter period. 
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The fundamental reason for this is that two contra- 
dicting trends existed in the use of foreign capital in 
China: 


Trend No. 1: The stimulating effect of reform and 
opening up on the function of foreign capital. The 10 
years of Cultural Revolution put China’s national 
economy on the brink of a break down. The extreme 
shortage of funds became the greatest restricting factor in 
the growth of the national economy. Judged from the 
angle of marginal utility, it was a period when the 
marginal utility of capital investment would increase 
progressively. Because of this, in the early period of 
reform, along with the implementation of opening up 
and various preferential policies, the inflow of foreign 
Capital was stimulated and the marginal utility of foreign 
capital increased rapidly. The economy of scale achieved 
by combining foreign and domestic funds doubled and 
redoubled, substantially alleviating the shortage of 
funds. As a result, the role of foreign capital was very 
prominent in accelerating economic growth. 


Trend No. 2: The restraining effect of deteriorating 
internal environment on the function of foreign capital. 
Even in the early 1980's when the inflow of foreign 
capital played a greater role in accelerating economic 
growth, the factor of deteriorating internal environment 
was growing in regard to the use of foreign capital. This 
was manifested mainly as: A) The “bottle neck” factor 
increased rapidly. Along with the inflow of foreign 
capital, the capital shortage problem was alleviated to a 
certain extent, but the development of coordinating 
infrastructure such as energy and transportation lagged 
seriously behind. The incomplete operating mechanism 
of China’s market and the irrational price system of 
China in turn made these industries, which badly needed 
to be developed, unattractive to foreign investors, thus 
causing the contradiction between the use of foreign 
capital and the direction of industrial development to 
worsen daily and forming a new line of “bottle necks” in 
the use of foreign capital to restrict the exercise of 
“multiplication” function of foreign capital. B) The 
speed of capital outflow increased. In the late 1980's, the 
scale of foreign capital absorbed by China gradually 
increased, but capital outflow (mainly interests, stock 
dividends, and extradividends paid out on foreign cap- 
ital) also increased accordingly. and the growth rate of 
capital outflow was greater than that of capital inflow. 
Take Fujian Province, which has used a fairly large 
amount of foreign capital, for instance, capital outflow 
was $123 million in 1985 and 277 million in 1989. The 
ratio between the value of capital inflow and outflow 
rose from 0.32 in 1985 to 0.5 in 1989, showing an 
increase of 60 percent. The excessive growth of the rate 
of capital outflow has weakened the bearing capacity of 
foreign exchange balance and restricted the efficiency of 
scale of foreign capital. C) Inflation worsened. During 
the 1984-89 period, strong investment desire triggered 
by a loss of macroeconomic control gave rise to serious 
inflation and, to a great extent, restricted the effect of 
foreign capital. 
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In sum, these two trends of contradicting nature were 
both in effect in the 1980's. In the early 1980's, the trend 
of absorbing foreign capital to stimulate economic 
growth occupied a dominant position. In the late 1980's. 
the restraining effect of foreign capital inflow gradually 
gained ground. The combination of the two trends 
caused the fluctuating effect in the use of foreign capital 
in the 1980's. 


Il. Discussion of Several Issues on the Use of Foreign 
Capital in China 

A. The issue of macroeconomic environment in the use 
of foreign capital. 1) The amount of demand of foreign 
capital. To achieve the goal of quadrupling GNP by the 
end of this century, based on the calculation of constant 
price of 1980, China must increase investment, espe- 
cially investment in transportation, energy, and raw 
material industries. According to the estimates uf depart- 
ments concerned, based on the level of national income 
provided by the industrial and agricultural production of 
China, industrial and agricultural departments can make 
only 56 percent of needed investment by the year of 
2000, leaving a gap of 44 percent. Because of this. 
China’s demand for foreign capital will remain great in 
the 1990’s. 2) The amount of availability of foreign 
capital. Since the 1990's, drastic changes have taken 
place in the supply and demand relation of international 
money market and the direction of the flow of invest- 
ment. Although the trend of development shows that the 
scale of Hong Kong and Taiwan investment in Mainland 
China will expand, generally speaking, factors such as 
the reconstruction of the Gulf region, the merge of East 
and West Germany, and the dissintegration of the Soviet 
Union have caused international competition for foreign 
capital to sharpen, thus limiting the amount of foreign 
capital available to China. 3) The ability to absorb 
foreign capital. Currently the major factors affecting 
China's ability to absorb foreign capital include: a) The 
make up of foreign capital. Foreign capital used by 
China consist of mainly two portions: foreign loans and 
direct investment by foreign investors. Since foreign 
investors take the risks of commerce and foreign 
exchange in direct foreign investment, this article will 
focus on analyzing the issue of capital and interest 
payment of foreign loans. Current, internationally recog- 
nized criteria for measuring debt repayment ability are 
debt repayment, debt assumption, and foreign debt 
ratios. Generally speaking, economic growth rate is 
directly proportional to debt assumption rate and 
inversely proportional to dedt repayment rate. Judged 
from the experience of various nations in using foreign 
capital and the analysis of large amount of statistics, the 
best combination for the use of foreign capital is to have 
a debt assumption rate that is slightly higher than debt 
repaymeni rate within a permissible scope. Although 
China's debt repayment and assumption rates are both 
under the international recognized warning line (20 
percent), they were close in some years (such as 1986). 
The proportion and increase speed of debt repayment 
rate are substantially higher than those of debt assump- 
tion rate. This deserves our attention. Foreign debt rate 
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has been fluctuating around 90 percent in recent years, 
making it hard for exports to repay the debts. Especially 
during the period of Seventh Five-Year Plan, the average 
increase rate of foreign debts balance is higher than that 
of GNP and export foreign exchange earnings, pushing 
China's foreign debt bearing capacity to the limit. Fur- 
thermore, foreign debts are either borrowed and repayed 
in a unified manner or borrowed in a unified manner 
and repayed individually (guaranteed by local govern- 
ments at different levels), and a large part of exports 
structure and growth is foreign investment. Because of 
this, even if the increase rate of foriegn debt balance is 
kept under that of exports, debt repayment still poses a 
certain degree of problem. 


B. The coordinating ability of funds. According to the 
estimate of the Bank of China in 1986, for each dollar of 
direct investment, we need to provide 8 to 9 yuan of 
coordinating funds in renminbi. Due to the downward 
adjustment of the exchange rate of renminbi and the 
expansion of the inflow of foreign capital, the demand 
for coordinating funds has doubled and redoubled in 
recent years. But the actual amount of coordinating 
funds in the system of the Bank of China not only did not 
increase but declined in the corresponding period, cre- 
ating a serious shortage of coordinating funds. As a 
result, some foreign debts and foreign exchange brought 
in by foreign investors have been exchanged into ren- 
minbi through renminbi loans secured by foreign 
exchange and other foreign exchange regulating chan- 
nels. This has adversely affected China’s money market, 
especially foreign exchange regulating market, and weak- 
ened the combining effect of foreign currency and rem- 
inbi. In addition, regarding policies on the utilization of 
foreign capital, problems such as the imbalance between 
administrative and economic preferential treatments, 
failure to provide supporting infrastructure such as 
energy and transportation, and defects in the control 
system involving foreign nationals, have all adversely 
affected China's ability to absorb foreign capital. 


C. The issue on the use of foreign capital and the 
direction of foreign economic policies. Generally 
speaking, under an open condition, the relationship 
between capital exporting and importing nations is an 
interdependent and mutually benefiting one. Under the 
condition of a commodity economy, certain conflicts of 
interests exist between capital exporting and importing 
nations, especially between developed and developing 
nations, and the growing gap in economic development 
will worsen such conflicts. Because of this, when setting 
its foreign economic policies, China has to decide 
whether to adopt a more open policy to deal with 
international competition or to adopt a stricter policy to 
protect the domestic market and industry. Regarding the 
use of foreign capital, this means whether to allow 
foreign capital to flow into China more freely and to 
provide more lenient or even favorable conditions or to 
exercise stricter control and limit on the inflow of foreign 
capital (especially regarding the demand of capital 
exporting nations for entering the commodity market of 
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Capital importing nations). Generally speaking. adopting 
a looser policy on foreign capital is conducive not only to 
attracting more inflow of foreign capital but also to 
increasing the result of use and efficiency of manage- 
ment of foreign capital in the long run. Besides. interna- 
tional competition of greater intensity also forces 
domestic enterprises to increase efficiency. However, in 
the short run. this policy direction also has certain msks. 
One 1s that the balance of international payment may be 
subject to greater pressure. The other 1s that cut-throat 
international competition may adversely affect the 
development of domestic industnes. Adopting a stricter 
policy on foreign capital in the short run can help protect 
domestic enterprises and balance international income 
and expenditures. But in the long run it may be harmful 
to economic growth because it restricts the inflow of 
foreign capital. And, it may also cause the quality and 
efficiency of the national economy to decline because 
protective policies “spoil” domestic enterprises. There- 
fore, how to set an appropriate “degree of protection™ 
and “degree of openness” in policy direction in the 
course of using foreign capital is an important decision 
to make regarding the overall efficiency of the use of 
foreign capital in China. 


D. The issue of monetary effect of the inflow of foreign 
capital. It is inevitable that an influx of foreign capital 
will affect the movement of domestic currency and 
change the overall supply and demand situation of 
domestic currency. This effect caused by the inflow of 
foreign currency is referred to as the monetary effect of 
foreign capital. It is demonstrated mainly in two areas: |) 
The combined effect of foreign and domestic capital. In 
other words, an influx of foreign capital will inevitably 
attract a certain amount of domestic capital as sup- 
porting funds. thus enlarging to a certain degree demand 
for domestic money supply. 2) The inducing effect of 
foreign capital on domestic capital. In other words, 
through the inflow of foreign capital. we can develop 
domestic investment capacity, increase the economic 
returns of domestic capital. and induce more investment 
opportunities. thus increasing the demand for domestic 
capital. 


Due to the combined and inducing effects of foreign 
capital, the investment returns of domestic capital will 
increase generally. The greater the scale of foreign capital 
import, the more fully technology will spread and the 
faster the investment return of domestic capital will 
increase. Increase in the investment return of domestic 
capital will in turn stimulate domestic demand for 
currency, causing domestic money supply to increase 
rapidly. Because of this, when foreign capital is imported 
continuously, the monetary effect of foreign capital 
inflow will accumulate as the scale of net import of 
foreign capital expands. If we do not control it, there is a 
danger of leading to run-away inflation. In the course of 
opening up to the outside and importing foreign capital. 
many developing countries have experienced different 
degrees of serious inflationary problem. For example, in 
the second half of 1980's China too witnessed a strong 
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imvestment desire and 2 rapidly growing demand for 
currency. causing repeated loss of control in money 
supply and leading to serous inflation. 


E. The issue of effect of foreign exchange rate and the 
interest rate of loans on absorbing foreign capital. First 
of all, judged from the influence of exchange rate on 
foreign debts. because exchange rate does not change 
according to the will of lenders and borrowers and ii 1s 
very sensitive to imternational political and economic 
situations, there 1s a fairly great msk involved and i has 
a fairly great impact on the capital. interest. and other 
costs of foreign loans. For instance. in ! 986 China lost $3 
billion due to the appreciation of Japanese yen. Because 
of this, conscientiously studying. projecting the trend of 
exchange rate. and rationalizing the currency mix of 
foreign debts of China is indeed am important task. 
Generally speaking. we may adopt the following 
methods to avoid the risk of exchange rate in foreign 
debts: a) using the same currency for borrowing. using. 
and repaying: b) using half soft and half hard currency 
when borrowing. c) seizing the opportunity to pay back 
ahead of schedule. if conditions permit. debts in depre- 
Ciating currencies. and d} keeping the currency mix of 
foreign debts in line with that of export toreign exchange 
earnings of China. Second. judged from the influence of 
interest rates of foreign loans on absorbing foreign cap- 
ital, interest rates of foreign loans include mainly interest 
rates of foreign government loans. international mone- 
tary Organization jioans. and international money 
market. On the basis of mastering the pattern of changes 
in foreign interest rates. choosing a correct variety of 
interest rates can help reduce the cost of fund rarsing and 
reduce the risk of borrowing. The following measures 
may be used as reference: |) Trying to oMain medium- 
and low-interest loans (mainly loans from foreign gov- 
ernments and international monetary organizations). 2) 
Choosing the type of interest rate on the basis of changes 
in the level of interest rates. When signing a contract. if 
market interest rate is relatively low, we should adopt a 
fixed interest rate; otherwise, we should go for a floating 
interest rate. When the difference in interest rates is 
minimal, we may adopt loans of mixed interest rates. 
half of each. to avoid risks. 3) Considering both interest 
and exchange rates. Generally, the interest rate of soft 
currency is higher than that of hard currency. When we 
borrow soft currency. we can benefit from such currency 
depreciating against other foreign currencies. but we 
have to pay higher interest. When we borrow hard 
currency, although we wil! suffer some loss caused by 
such currency appreciating against other foreign curren- 
cies, we pay less interest. Therefore. we should properly 
balance the pros and the cons. If what we gain from the 
change in the exchange rate of a soft currency is greater 
than what we lose in the overpayment of inierest. we will 
be better off borrowing the soft currency: otherwise. we 
will be better off the other way around. 


III. Preliminary Proposals for the Utilization of Foreign 
Capital by China in the 1990's. 

A. Set a proper scale and speed of import of foreign 
capital according to China's ability to absorb and digest. 
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In the 1990's import of foreign capital, we should first 
change our thinking and switch our attention from the 
amount and speed of absorbing foreign capital to the 
economic returns of foreign investment and keep an 
appropriate scale and growth rate of foreign investment 
according to China's ability to absorb and digest. An 
initial estumate of the departments concerned shows that 
in the 1990's, the growth of new, direct foreign imvest- 
ment should be kept under $20 bilhon, total direct 
foreign investment. around $40 billion. and foreign debt 
balance, around $70 billion. Foreign capital should be 
screened. Namely, we should pay attention not only to 
the microeconomic returns of foreign-funded projects 
but also to the macroeconcmic returns of society as a 
whole. 


B. Stress the utilization of international capital and 
vigorously improve the investment environment. We 
should do a good job mainly in the following improve- 
menis: First, policy environment. We should combine 
economic and administrative preferential treatment and 
optimize the policy structure. Economic preferential 
treatment is perceived to be dominant over admunistra- 
tive preferential treatment. But as far as overall results 
are concerned, the latter dominates over the former. 
Because of this. currently we badly need to carry out 
reforms in administrative organs in accordance with the 
principle of “small government and large scoiety.~” With 
regard to foreign capital, we also need to gradually form 
such links as project consultation, appraisal and evalua- 
tion, matenals supply, production and management, 
product marketing. enforcement of preferential policies. 
and post management so as to provide coordinated, 
complete and efficient management and quality service. 
Second, system environment. Because foreign-funded 
enterprises are accustomed to follow international prac- 
tice In production and management activities, we need 
to have a relatively complete market system as a basis. 
Because of this, we must speed up reforms in the 
following areas: |) Reform the management system of 
key areas for using foreign capital and change the current 
system of administrative control to a system of operation 
and management. For instance, if we cannot guarantee 
the supply of raw materials at state prices, we should 
allow foreign-funded enterprises to price their products 
according to market demand. make their own decisions 
iN Operation and management, and assume sole respon- 
sibility for profits and losses. 2) Speed up the experiment 
of share-holding system in Chinese enterprises to keep in 
step with the enterprise system of international stan- 
dards. 3) Further improve current markets for camial 
goods, labor, money, human resource. and foreign 
exchange regulation and develop corresponding markets 
for property nghts and stocks. 4) Deepen reforms in 
supplies, banking. and foreign trade sysiems which are 
closely linked to the import and utilization of foreign 
capital. Third, the legal environment. We should further 
improve rules and regulations concerning the manage- 
ment of foreign capital and introduce as soon as possible 
laws such as the “Law of Corporation.” “the Law of 
Securities,” the “Law of Foreign Debt Control.” and the 
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“Law of Mortgage” This can standardize domestic 
economic movements and provide clear legal definition 
and protection regarding the identity. status. respons:- 
bility, mght, and interest of foreign-funded enterprises. 
We may gradually extend national treatment to forezgn- 
funded enterpnses while increasing the degree of open- 
ness of policies regarding the use of foreign capita! and 
reducing the flexibility of current polhmes. Fourth, sup- 
porting environment. |) We should raise funds through 
vanous channels and increase the coordimating capacity 
of funds. The Bank of China should tap potential 
through various channels such as imcreasing savings 
deposits and allocate more money for the credit funds of 
the Bank of China. Other specialized banks should be 
encouraged 10 participate in loans for foreign-funded 
enterprises and support those foreign-funded enterprises 
which have proved to be profitable. At the same time. we 
should vigorously apply the method of fund rarsing 
through secunties. For instance. in areas with more 
concentrated use of foreign capital, local governments 
should be allowed to issue government bonds of different 
length of matunty or secuntes of floating interest rates 
Since the share-holding system is a permanent kind of 
investment which yields only interest and dividends but 
does not return capital, those infrastructure projects 
which require a large amount of investment and yield 
slow returns may adupt the share-holding system to raise 
foreign exchange funds overseas. 2) We should make 
great efforts to improve infrastructure. develop educa- 
tion, and increase the coordinating capacity of infra- 
structure and human resource for the use of foreign 
capital. 


C. Optimize the direction of foreign investment 
according to national industnal policies. The direction 
of foreign investment should be coordinated with the 
readjustment of China’s industrial structure and the 
long-term development strategy for the national 
economy. Because of this, we must: |) Make clear the key 
areas of foreign capital investment. Since energy. trans- 
portation, and other infrastructure require large 
amounts of investment, yield little profits. and have a 
long construction cycle, 1 is unhkely that they wall 
attract large amounts of direct foreign investment. Thus. 
borrowed foreign capital should be used mainly in these 
infrastructure departments while direct foreign invest- 
ment should be focused on machinery. electronics. and 
other departments which can help expand exports. 
increase foreign exchange earnings. and substitute for 
imports sO as to increase the overall return of foreign 
capital. 2) Strengthen macroeconomic control. First of 
all, we should work out and promulgate as soon as 
possible new rules and regulations for guiding the direc- 
tion of foreign investment. Second, we should map out 
industnal programs and plans to attract foreign capital 
and include them in the national economic dev ciopment 
plan. 3) Readjust relevant policies such as implementing 
the slanted industrial policy and using economic means 
such as credit, taxation, and interest rate to gusde t 

direction of foreign investment. We should gf 
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implement the polcy of “exchanging market for technol- 
ogy. Market concession musi be condimonal. Namely 
we Musi insist on the advanced Quality of technology and 
demand that forewn investors provade technology thai 1s 
really advanced. especially those technologrees whoch 
cannot be casily umported through other channels. Enter- 
prises producing goods whach China needs to impor for 
a long penod of ume may be allowed to exercise import 
substutunon and enjoy market concession. As for general 
consumer goods and daily manufactured goods. we 
should not casilv make market concesmons. 


D. Use foresen capital to induce internal capital acce- 
mulation and accelerate the steady growth of economy. 
The uthzanon of foreign capital is meant to obtain extra 
capital to fill the “gap” of domestic capital. but its 
fundamental! objective 1s to Ingger the accumulanon of 
domestic capital. When China chooses the use of foreign 
caprtal, an economec development model based on imter- 
national debts. 1 should pay attennon to using foreign 
capital to Ungger the accumulanon of domestic capital. 
This 1s of great significance to preventing inflanon. 
accelerating the quantstanve growth and qualitanve 
change of economy. and increasing economic power 


Protecting Infant Industries Under GATT 
93CEOSIS4 Berune GUOII MAOYI on Chimese No 13° 
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[Arucie by Sun Lujun (1327 7627 6511 “The Protec- 
non of China’s Infant Industnes™] 


[Exerpi] [passage omitted) Exception Clawses im the 
GATT for Protecting Infant Industries 


The basic goal of the GATT 1s to reduce and eventually 
eliminate varous types of trade barners and discnmina- 
tory treatment. and realize trade hberalizanon through 
unconditional mosi favored nation [MFN] treatment. 
The GATT, in addition to including a set of mululateral 
trade pnnciples and regulations such as the MFN pnn- 
cuple, the pnincipie of national treatment. the pnacipal of 
tanff protection. and general prohibits on quotas, also 
contaims some exception clauses. These meclude the 
“exception for the protection of infant industnes.~ 
which holds thal protective measures may be adopted to 
establish a2 new industry or to protect an industry that 
has just been established. or an industry thal does not yet 
possess the zbulity to compete. However, GATT does not 
stipulate a clear defininon of an “infant industry.” h 
often uses the approach of application, and signatory 
dehberanon and approval to render a decision. Para- 
graphs |. 3. and 4 of the GATT s 18th Arncie, “Govern- 
ment Assistance to Economic Development.” clearly 
stipulate that when an infant industry is established. 
protective measures are adopted. Paragraph | stpulates 
that the developing countnes, “in order to accelerate the 
establishment of a certain specially designated industry. 
and raise the general liwing standards of people.” can 
“amend or revoke certain reductions listed in the reduc- 
non allowance table related to the given stupulahion. but 
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should report the above descnbed sstuanon 10 the saga 
tory countnes.™” Paragraph 3 permis 2 developing 
COURITY 10 adopl QuaPlitalive resiraini Measures thal are 
moonsistent with the GATT. “granting goverament 
assistance % promote the establishment of parnucular 
indusines m order to rarse the general standard of hving 
of its people.” Paragraph 4 permits 2 country wwth “an 
ecomomy mm a developing stage. whech can only support 
low hwing standards.” to apply to the sa@gmatory coun- 
tnes, and after odbtainimg permission. 10 adopt the pro- 
techonist measures of Paragraph 3 


ht ws evadent that the GATT does not prohibat the 
protection of “infant indusines.~ but this protection ss of 
a directed. temporary. and progressively decreasing 
nature. 


China's Cheices 

To sum up, China, when selecting a future trade protec- 
non emphasis, should give full play to the priaciple of 
comparative advantage. and mm ight of the requirements 
of shifts im the emphasis of future ecconomx develop- 
ment strategy and structural readjusiments. should 
choose to siress protection of those infant indusines 
whoch will possess a competilive advantage un the future. 
Looking at China’s current situation wath mgard to 
tndustnal developmcni. i ss the emerging hugh and nace 
technology industnes such as computers. vadeco tape 
recorders, automotmics. and machinery and clecincal 
equipment indusines. whoch because they have emerged 
comparatively late, no matter whether we are speaking 
about the scope of producnon and prce or wiecther m 
terms of the ke ef of technology and the produc salty. 
cannot compete with sumilar products produced Dy the 
developed countnes. For this reason. there ss a need to 
fully wulize the GATT s relevant articles and principles 
and engage in protecnon for these indusinmes 10 enable 
them to mature. expand. and eventually possess the 
capability t© compete miematnonally. Speaking con- 
cretely, it 1s of prime importance thal we property solve 
the following multufaceted prodiems 


First. fully uuhze tanffs in conducting macro regulation. 
For a long penod, im order to protect infant indusines. 
China has erected a dual import protechon screen using 
tanff and nontanff barners. Moreover, China has also 
rehed heavily on nontanff barners. and created a mult 
sided trade restncnon sysiem charactenzed byw direct 
administrative interference. ve. planning. hoensing. 
limits on management. foreign exchange controls. 
import examination and approval. and pncmng. Looking 
at the proportion of the total value of umports covered by 
nontanff barners. the import mandatory plan and the 
guiding plan amount tc 3§)-40 percent. and impor 
hoensing accounts for 40 percent. machinery and elec- 
tncal appliances are subject to a special umporl cxamr- 
nation and approval system. and for 279 machinery and 
electncal appliances there are import resimctions, cov- 
emng some 30 percent of all such products umported. 
This situation 1s not in keeping with GATT princapies 
For this reason. at the same tume as gradually clummating 
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nontani barners, Choma showld ranomalize and make 
Transparent 1% Rontantl measures 


Second. selective opening of Chuna’s domest« marke. 
The real goal of protecuung Chima’s unfant undusines 1s 20 
estabirsh bemer benefits. and nol % permanent Teh om 
tanff protection 2 gain benefits. Hence. Chima showld be 
sGlocuve wm ws protvecuion of unfamt industmes. and the 
penod of protecuon showld also have cortamn honuts. In 
vhrs way. some unfant uindusines will have to be swhyect 1 
differing levels of pressure. In facung these pressures and 
challenges. we aol adap achive measures. and gradual 
these uindustnes all be pushed woe-ands the unternanomal 
market, allowing them % sock custence and pursue 
Gevelopmnent un a market environment. Not only ell this 
affect the development of infant undusines. bul 1 wll 
also have the effect of actively promoung them. This has 
already been proven by pracnical expemence both abroad 
and at home. For example, since the 1980's. Chima has 
wunported a sizeable ammownt of color wlevisvon product 
lunes and products, but China’s howschold eiecuncal 
apphance undustry has not been destroved: on the com 
trary, wader forega compenton and presswre. « has 
developed and expanded on more raph 


hows evadent that wm onder & move from the ongmal 
protecvan of OChina’s mnfant undusimes. we showld mie 
grate readjustment of the domestxt production structure. 
sclectively openumg Gomesix markets, and um roduce 
compentve mechanisms. For undusines thal already 
POSSESS a CeTtaun foundanon and compeuure atwht. we 
should gradually chmuinate protections. and al 2 suitable 
ume move them towards the market so they Can saok 10 
cust and develop within a marke! Compentve environ 
ment. Specifically speaking, for those labor-intensive 
wundustes sath comparauvel sample products. we must 
encowrage them 10 move carly toward the mmternavonal 
marker. For capital. mtensive of for hgh-wech oF new 
tech undusines mitensve m Capital or wohnology, m 
keeping wath China’s indusinal poly, we must appro- 
prately free a certamm porton of the domesux marker. In 
this manner, not only will China benefit throwgh the 
atracvon of foregn mvestment and the rani of 
Chuna’s compenuve ability um terms of high value.added 
and hgh technological content products, but also 2 large 
nutnber of those indusimes after goung a ponod 
and process of development and maturation el] gradw- 
ally develop mo China’s expom imdusines. For ths 
reason. we should recufy unternally omented trade pro- 
tecnon pohcy dstorvons, and through parucpahon m 
market compennon. obtain vigorous export effhcency 
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Sales, Stocks of Agricubtaral Capital Goods Decline 
9ICEOGS 7B Beywne NONGMIN RIBAO wn Chinese 
J8 Jum 93 p 1 


jArncie by NONGMIN RIBAO reporter Zhao Zekwn: 
“Aagrncultural Capital Goods Departments Sound 
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Alarm” —Al 2 vane when market for comsumner goods us 
ital Goods Shurnps:: and Sales, Snocks of Sach Capital 
Goods Deciune] 


[Text] The marke: of wham wa@asmmal products and 
comsumen goods flownshes. and parnculatty the sales of 


Chemncal feruhizer, is extremely Shggish. Ths apparemn 
Ssvinprom which started cary thes year has Geaply wor 
mad poopie un the field of agmowltwre and om the realm of 
2) summme©r harvest and soem 1s usually the Dasy season 
m soling agnicuitaral capital goods. A shaggish marker 


A peTson of authority, um the suppl of agricultural Cantal 
goods rolé owt reporter vhal Gurung whe firsa Four monks 
vhs year, the supply and markeume cooperatives 
throughout the cowntry purchased 149 poercem ies 
chemucal forvihieer. Thest sales Gropped by 12 percent: 
and vheur stock fell by 3.5 percent 2s compared with the 

same pened um 1992. The purchasing oO: plasinc filers for 
farmamg 20 Gechned The procwremem of Chemical 
feruhizer Gechme by more than 20) porcemt mn Guizhou, 
Hunan, Shaanxi, Shanxi and Jim Prownce)s. Even m@ 
Jamgsu Province where agncwhwral production 6 wse- 
ally gh. the procurement of Chemucal foruibizer, meee 
vinde and plasmic filers s relatively low. 


Whole the sales of agmcwltwral capntal goods are sugges, 
uhe deparvments for plant provection and soul forubity are 
also faced eth a receswon. Deparvments that prowdie 
agnicultural serves are asd faced with cifficulues. The 
area with grownd Covers us On the Gacrease. ACKOTaAB w 
SMaUsUKs, there are less areas with grownd Covers I MOST 
of whe prowunces and awlonomous TENORS as Compared 
wath fast year. Ths area us redwood by three anadon sre 

or 20 percent im Shandomg Prowince, 73.5 percent im 
Gesneld: end & wall ef da Gillen Gn ta Ween. 
Jiangsu, Hudei and Shaanxi pilus Shandong and 


fertilizer rises, Dy 8 and 9 percemt 2s compared with whe 
same period 1992. thal of the most popwlhar arrow 
bacarbonate is wp by more tham 16 percent, and that of 
wrea mncTeases 0 1.200 yuan per ton. The price of wrea 
as hgh as 1.300 yuan per ton mm some locahiues. Pows- 
ants” total wmvestment im Chemnxal forubeer m Jim 
Province has been reduced by 10.1 perem, that m 
Fuyan by 20 percem and thal im Hwran Prowence by 39.6 
percent for cach mu of gran Crops 23 Compared with the 
same pomod last year. The natiom-eude total mnvestmnent 
un Chemucal ferwhzer s expected to Grop by at ieasa 10 
percent this year, Excepa om 2 few provences and regions 
where investments im purchasing OTZARK Manure 
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increase, the investments in purchasing chemical fertil- 
izer also drop in most of the provinces and regions. Such 
investments decline by more than one third in Hubei, 
Guangdong and other provinces. 


In addition to the low economic returns, high production 
costs and excessively heavy financial burdens on peas- 
ants, what are the other factors that plague the market? A 
person in the service department of agricultural capital 
goods points out the following: 


First, there is no definite state policy on this. Particularly 
the state plan on the unified distribution of chemical 
fertilizer has not been made known to the lower levels 
this year. No decisions have been made as to where the 
chemical fertilizer to be distributed during the first and 
second quarters of 1993 will come from. This has 
affected the regular procurement and sales of chemical 
fertilizer. Right now, many provinces request the state to 
announce its plan on agricultural capital goods. 


Second, the State Council has already announced the 
policy of linking grain with cotton, and change the 
method of supplying materials to the method of 
refunding peasants in cash the difference between offi- 
cially set prices and negotiated prices. The state subsidy 
is included in the purchasing price of grain crops and 
cotton. Peasants are pleased with this change. However, 
this year, the state has prepared over three million tons 
of chemical fertilizer for the implementation of the 
policy of linking grain crops with cotton. The relevant 
department believes that the allocation of chemical 
fertilizer has already become a fact. The form of redemp- 
tion in linking grain crops with cotton can only be 
assumed by paying half of the subsidy with chemical 
fertilizer and the other half in cash. This will inevitably 
disappoint the peasants. 


Third, the market is flooded with fake and inferior 
agricultural capital goods. According to sample surveys 
conducted by the Ministry of Agriculture over capital 
goods on the markets in nine provinces and regions 
including Sichuan, Jiangsu and Anhui, 59.4 percent of 
the capital goods are sub-standard. Such inferior goods 
are manufactured by 339 enterprises in 29 provinces, 
autonomous regions and municipalities throughout the 
country. The markets were filled with fake and inferior 
capital goods, hurting the feelings of the peasants. 


Fourth, some areas and departments stop paying entire 
Or partial operation expenses to departments which 
popularize agri-technics. This has suspended the tech- 
nical services to peasants. Complaints are loud in Shan- 
dong Province where such services were fairly good. A 
responsible person of the provincial plant protection 
center said that service technicians for the populariza- 
tion of agri-technics were not getting paid to a varying 
degrees, forcing them to change their jobs. Some local 
senior agronomists become vendors to sell clothes. In the 
city of Yantai, 130 of the 168 departments for the 
popularization of agri-technics were not getting paid to 
varying degrees. As a result, no one goes to the forefront 
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of the agricultural front to popularize agri-technics this 
year. Even more serious is the fact that after being 
“weaned,” scientists and technicians have to work hard 
to earn their living. Many scientific research projects are 
either shelved or given up halfway. 


In view of this, both peasants and business persons call 
on the state to implement the relevant policy as soon as 
possible, to announce the fiscal plan for the supply of 
fair-price chemical fertilizer, and to timely make up the 
supply of fair-price chemical fertilizer in arrears last 
year. The service network for the popularization of 
agri-technics must be strengthened, not weakened. The 
state must take into consideration the actual situation in 
agricultural production and in the rural area, and work 
out the necessary policy for the popularization of agri- 
technics by improving the existing services and devel- 
Oping a new service network in order to raise efficiency 
in agricultural production. The root cause of the lack of 
peasants’ enthusiasm in farming during the busy farming 
season is that farmers have little to gain in growing grain. 
We must adopt effective measures to tackle this major 
issue, but we must, first of all, implement the policy 
which we had publicly promised to carry out. 


Zhengzhou Private Grain Firms More Competitive 


93CE0687E Beijing NONGMIN RIBAO in Chinese 
2 Jul 93 pl 


[Article by Zhao Zhongchen: “Zhengzhou Private Grain 
Firms Engaged in Full Range Operations’’] 


[Text] To increase their share of the market, the several 
hundred individual private grain firms which are quite 
active in grain circulation in Zhengzhou City, Henan, 
have stepped up their efforts in strengthening grain 
processing and coordinated with firms in other prov- 
inces to engage in full-range operations for purchasing, 
storing, processing, transporting, marketing and 
exchanging grain crops. 


Zhengzhou is one of China’s base cities for marketable 
grain. Its total annual grain output is nearly 100 million 
kg. With the decontrol of the grain price and the peasants 
becoming more market-oriented, the individual private 
grain firms are no longer satisfied with the simple 
seasonal business in the past. Over 200 of them have 
made investments in grain processing and join their 
efforts to become liability-limited companies in selling 
grain and edible oil. 


These private grain firms have quick turnovers in pur- 
chasing and marketing, and issued no “white IOU slips” 
to peasants. From 8 to 15 June, Liu Minjun’s grain firm 
in Sanlihe purchased 110,000 kg of wheat and paid 
70,000 yuan to peasants. On 18 June, it had already 
processed the first batch of wheat into flour and sold all 
of it to Shanxi. 


By intensifying grain processing and diversifying its 
varieties, the private grain firms in the city can processed 
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grain and oil bearing crops into more than 300 varieties 
such as flour, milled rice, edible oil and fodder. They 
intensify the processing of the dozen or so varieties of 
locally produced wheat, millet and peanuts. In the past, 
they only bought and sold primary grain crops with a 
small profit margin, and their business is seasonal. They 
only made a profit of 300 yuan for selling 10,000 jin of 
wheat. Now by processing 10,000 jin of wheat or soybean 
and selling processed products, they increase their profit 
by more than 1,000 and 2,000 yuan respectively. At the 
same time, they have also turned the bran which is a 
by-product from flour milling and oil extraction into 
compound fodder and export the bran cake to foreign 
countries. Annually they process about an average of 70 
million kg of grain crops, and increased the value by 
more than 10 million yuan. 


In order to process a large amount of grain and store 
grain crops for peasants, the various private grain firms 
have built and remodeled a large number of granaries. 
After the decontrol of grain price, many peasants have 
the mentality of maintaining the value of grain. They 
instead keep the grain than selling it out. Around 
summer harvest, the grain firms with the ability to do 
intensified processing adopt measures such as placing 
orders for the purchase of grain or giving out prizes to 
those who store grain in their firms to attract peasants to 
store grain in their granaries so as to reduce the amount 
of the circulating funds needed for production. Storing 
grain in granaries provided by grain firms is a safe way in 
maintaining the original value of grain. Even if the grain 
price rises, peasants only need to pay for the processing 
fee. According to an estimate made by the private Fengqi 
grain firm on 15 June, about 80 percent of the 300,000 
kg wheat in its granaries is being stored for its customers. 
In average, the amount of grain in storage in each grain 
firm ranges from 10,000 to 100,000 kg each year. It is 
convenient for peasants to store their grain in nearby 
grain firms and regulate the rural grain market in dull or 
peak seasons. 


By mid-June, the private grain firms in Zhengzhou City 
have already shipped out more than eight million kg of 
flour and oil-bearing crops to customers in Hubei, 
Shanxi and northeast China according to contracts 
signed. Some of the firms also have their own trucks to 
deliver the processed grain crops to their customers. On 
their return trip, they will bring back a large amount of 
soybean, rough rice and sunflower seeds for processing 
into edible oil and milled rice, and turn their business 
into “‘full-range” operations. 


Agricultural Machinery Market Shows Mixed 
Results 


Overview of Market 


93CE0820A Beijing ZHONGGUO NONGJIHUA BAO 
in Chinese 24 Jul 93 p 3 


[Article by Zhou Zhimin, affiliated with the information 
department of the China National Agricultural 
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Machinery Corporation: “An Overview of the Agricul- 
tural Machinery Market Nationwide During the First 
Half of This Year’’] 


[Text] During the first half of this year, agricultural 
machinery corporations nationwide bought 16.25 billion 
yuan’s worth of goods from outside their system, repre- 
senting an increase of 25.1 percent over the same period 
last year, and sold 17.72 billion yuan’s worth of goods to 
customers outside the system, representing an increase 
of 26.7 percent over the same period last year. By the end 
of June inventories totaled 5.55 billion yuan, repre- 
senting an increase of 16.6 percent over the same period 
last year. Although total purchases and sales increased 
substantially, the rates of increase were lower than early 
this year. Two prominent problems in this year’s sales of 
agricultural machinery are to be noted: 


1. Total sales have increased, but the amounts of main 
products sold have declined. 


Nationwide, in January through June the total sales of 
agricultural machinery and the sales of agricultural 
machinery in the seven major categories increased 
overall. But in terms of the amount of physical goods 
sold, of the 125 agricultural-machinery products covered 
by the report on the commercial circulation of agricul- 
tural machinery, 18 products saw declines in the 
amounts of physical goods sold. Large- and medium- 
sized, and small tractors, large- and small plowing- 
harrowing-sowing machinery, combine harvesters, other 
cultivating and crop protection machinery, and large and 
small trailers all saw declines of varying degrees, with the 
biggest decline being one of around 60 percent. The 
Tieniu 55 tractor, large- and medium-sized tractor- 
drawn plowing-harrowing-seeding machines, combine 
harvesters, motorized threshers, and motorized crop- 
protection machinery all saw declines of over 50 percent. 
Only such products as the Dongfanghong 802/70, farm- 
use trucks, farm-use tricycles, motorized animal- 
husbandry machinery, electric motors, internal- 
combustion electricity-generating sets, and hand- 
barrows saw increases. Internal-combustion electricity- 
generating sets saw the greatest increase, an increase of 
over 100 percent. The reason was the rather rapid 
economic growth which resulted in electricity being in 
increasingly short supply. The phenomenon of growing 
total sales and declining amounts of major products 
being sold already occurred in the fourth quarter last 
year, and is even more prominent this year. According to 
relevant officials of the State Statistical Bureau, this 
problem is prominent not only in the agricultural 
machinery system but also in the production means 
sector as a whole. This phenomenon has been caused 
mainly by price factors. This year, with the rapid growth 
of the national economy, inflation has been on the rise, 
and prices of all kinds of materials are rising, with the 
general price level for means of production rising even 
more substantially. Because of the pulling effects of the 
increases in prices of raw and other materials, prices of 
agricultural machinery products have also increased 
repeatedly. The price of a small four-wheel tractor 
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increased every other month—in January, March, and 
May; the price has risen from over 5,000 yuan early this 
year to 7,000 yuan. The price of a large tractor has 
increased by 2,000 yuan at least, with the maximum 
increase being nearly 10,000 yuan. According to a 
survey, the situation regarding increases in prices of 
agricultural machinery on the agricultural machinery 
market in Shandong is as follows: 30 percent in the case 
of electric motors; 20 percent in the case of other 
power-related machinery; 15 percent in the case of 
tractors; and 5 percent in the case of parts, with prices of 
some parts such as cylinders increasing by around 10 
percent. While the producer prices of various agricul- 
tural machinery products are increasing on an overall 
basis, the business price policies of agricultural 
machinery corporations have also become policies of less 
price control or price decontrol. The control over 
floating prices, management fees, and price differentials 
between batches has been loosened. The prices of 
machinery and electric appliances for general industrial 
and agricultural uses and of small products each worth 
less than 30 yuan have been decontrolled. Thus, on the 
one hand factories are increasing the producer prices, 
and on the other hand corporations are increasing 
markups, resulting in a situation where although the 
amount of agricultural machinery products sold in terms 
of physical goods has decreased, the total value has 
increased substantially. This has been a major feature of 
the agricultural machinery market this year. 


2. The market has seen large fluctuations since beginning 
of the second quarter. 


During the first quarter this year, except for a few 
provinces where total sales declined, the nationwide 
situation was one of brisk sales. But, since early April the 
agricultural machinery market has seen large fluctua- 
tions. The Dongfanghong 802/70 bulldozer has been a 
case of fast changes, going from being in short supply to 
being in an ordinary nationwide marketing situation or 
even slow sales. 


Nationwide, agricultural machinery sales increased by 
35 percent in the first quarter; 23 percent in April; 28.2 
percent in May; and 20.5 percent in June. With respect 
to situations in various provinces and municipalities, 
nationwide, six provinces saw declines in sales in March; 
10 provinces in April; and eight provinces in May. As 
should be noted, the provinces involved here were 
mostly the provinces which had registered the largest 
sales in the previous years. For instance, in May, Shan- 
dong saw a decline of 19.7 percent; Henan saw a decline 
of 30.6 percent; Jiangsu saw a decline of 0.8 percent; and 
Hebei saw a decline of 2.5 percent. The northwestern 
region had more provinces which saw declines. Among 
the provinces which saw increases, the three municipal- 
ities under direct central-government jurisdiction and 
the coastal open provinces still saw increases much larger 
than other provinces. This phenomenon was even more 
prominent early this year. In May, Beijing saw an 
increase of 39.2 percent over the same period last year; 
Tianjin saw an increase of 22.4 percent; Shanghai saw an 


JPRS-CAR-93-071 
23 September 1993 


increase of 54.1 percent; Zhejiang saw an increase of 
73.9 percent; Fujian saw an increase of 89.1 percent; 
Guangdong saw an increase of 63.2 percent; Guangxi 
saw an increase of 56.9 percent; and Hainan saw an 
increase of 223.1 percent. Early this year most of those 
provinces each saw an increase of over 100 percent. The 
other provinces which saw large increases were: Shanxi 
which saw an increase of 48.6 percent; Liaoning which 
saw an increase of 53.9 percent; Sichuan which saw an 
increase Of 56.2 percent; and Guizhou which saw an 
increase of 78.3 percent. 


The large fluctuations on the agricultural machinery 
market nationwide since early April has also been caused 
by the impact of the state’s economic policies, and 
especially the impact of the financial situation. The 
shortage of purchasing funds in the various localities has 
suppressed demand. In the first quarter, the Agricultural 
Bank issued agricultural loans totalling 59.5 billion yuan 
cumulatively, representing an increase of 10.8 billion 
yuan, or 21 percent, over the same period last year. 
According to estimates based on experience over the past 
decade, generally around 6 yuan out of every 100 yuan in 
agricultural loans is spend on agricultural machinery. 
That is, the agricultural loans totalling nearly 60 billion 
yuan issued in the first quarter provided nearly 3.6 
billion yuan for purchasing agricultural machinery, 
accounting for 45 percent of the agricultural machinery 
sales in the first quarter. Rapid economic growth stimu- 
lated demand for agricultural machinery, while agricul- 
tural loans provided fund guarantees. This was the main 
reason for the increase in agricultural machinery sales in 
the first quarter. But since March, funds have increas- 
ingly been in short supply nationwide. Since the start of 
the second quarter, savings deposits have also increased 
markedly, resulting in even greater shortages of funds in 
various localities. China’s peasants are not rich. 
According to statistics, in 1989-1991 net rural per capita 
income increased by only 0.7 percent on average. 
Although there was an increase of 5.9 percent in 1992, 
the amount was still only 784 yuan. Therefore, much of 
the funds for purchasing agricultural machinery has to 
come from bank loans and to depend on the state’s 
preferential policies. Currently, as funds are in acute 
shortage, the large potential demand for agricultural 
machinery cannot be actualized because of the limited 
purchasing power. 


Although the agricultural machinery market saw some 
fluctuations in the second quarter, with the total sales of 
agricultural machinery increasing at a lower rate and the 
sales of most major products declining substantially, 
from an overall perspective the agricultural machinery 
market will expand with the continued rapid macroeco- 
nomic growth in China. Nationwide agricultural 
machinery sales for the whole year are expected to grow 
by around 10 percent. But the imbalances between the 
provinces and between the regions will markedly 
increase. This is a complex, changing market situation, 
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happening for the first time, where entities in the agri- 
cultural machinery corporation system each “demon- 
strate their unique skills” under the system of socialist 
market economy. 


Production, Sales Declined 


93CE0820B Beijing ZHONGGUO NONGJIHUA BAO 
in Chinese 24 Jul 93 p 1 


[Report by Liu Jiye and Zhang Ailian: “The Agricultural 
Machinery Industry Is In a Situation of Low Tides 
Again—The Output of Seven of the 11 Major Agricul- 
tural-Machinery Products Declined in the First Half of 
the Year, With the Total Value of Output Increasing at a 
Much Lower Rate”’] 


[Text] The production and sales of major agricultural- 
machinery products have declined. On the market, busi- 
ness is not brisk during the brisk period, while business 
is very slow during the slow period. All this shows that 
the agricultural machinery industry has entered a period 
of low tides. 


According to the statistics of the Engineering and Agri- 
cultural Machinery Department of the Machinery Min- 
istry (see page 3 for more detailed information), the total 
value of output of the agricultural machinery industry 
for the first half of the year increased by 14.25 percent 
over the same period last year (calculated on the basis of 
constant 1990 prices). However, of the 11 major agricul- 
tural-machinery products covered by the statistics, seven 
products saw declines over the same period last year. In 
this regard, tractor-drawn harvesting-drying machinery 
saw declines of 54.35 percent and 51.12 percent respec- 
tively. Combine harvesters saw a decline of 44.24 per- 
cent; small tractors saw a decline of 41.21 percent; large 
farm-use trailers saw a decline of 38.22 percent; tractors 
saw a decline of 5.52 percent; and farm-use pumps saw a 
decline of 1.29 percent. But farm-use trucks and inter- 
nal-combustion electricity-generating sets saw increases 
of 91.2 percent and 60.59 percent respectively over the 
same period last year. 


According to the agencies in charge, the situation 
regarding the agricultural machinery industry is very 
serious. The problem has the following main aspects: 


Although the total value of output of the agricultural 
machinery industry has increased, the rate of increase 
has fallen greatly. In the first half of the year the total 
value of output of the agricultural machinery industry 
reached 25.81 billion yuan, representing 57.6 percent of 
the planned target amount for the year and an increase of 
14.3 percent over the same period last year. Compared 
with the increase of 25.3 percent for the first half of last 
year, the rate of increase fell by 1! percentage points. 
Compared with the average increase of 33.7 percent for 
the machinery industry in the first half of this year, the 
rate of increase was 19.4 percentage points lower. The 
rate of increase was thus the lowest among the nine main 
industries of which the ministry is in charge, and is 
expected to further fall continually. 
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The market for agricultural machinery products is weak, 
and the production and sales have declined substantially. 
Some enterprises are in a state of semisuspension of 
production. Agricultural machinery products mostly 
sold well last year, but are mostly in slow sales this year. 
In January-May this year, of the 25 products covered by 
the statistics in the monthly sales reports of the China 
National Agricultural Machinery Corporation, 17 prod- 
ucts saw declines. In this regard, the sales of tractors, 
small tractors, tractor-drawn farm implements, and com- 
bine harvesters fell by 11.7 percent, 33.5 percent, 55.4 
percent, and 52.7 percent respectively. The large number 
of products which saw declines and the high rates of 
declines were unprecedented. The industries such as 
those producing small tractors, tractor-drawn farm 
implements, and combine harvesters are in the greatest 
difficulties. Some key enterprises are in very difficult 
situations. In the Shijiazhuang Tractor Plant, the output 
of small four-wheel tractors fell by 46.8 percent over the 
same period last year; the Siping Combine Harvester 
Plant, which produces large combine cereal harvesters, 
produced only 160 such harvesters (689 in the same 
period last year); in May-June the Changzhou Tractor 
Plant produced, on average, 2,000 walking tractors 
monthly, while it has the capacity to produce 8,000 
walking tractors monthly. The Dongfanghong 802 cater- 
pillar tractor and the Dongfanghong 70 bulldozer which 
have always in high demand have turned from being in 
short supply to selling slowly since May, and the No. | 
Tractor Plant already had an inventory of 1,032 of those 
machines by the end of June. 


There is a serious shortage of circulating funds, and the 
problem of triangle debts has not been alleviated. As a 
result enterprises have difficulty continuing production. 
According to statistics on seven backbone enterprises, 
including the Beijing Internal-Combustion Engine Piant, 
Tianjin Tractor Plant, and Changchun Tractor Plant, by 
the end of June those enterprises had accumulated debts 
totalling 701 million yuan, while others owed those 
enterprises 833 million yuan; the two figures represented 
increases of 12.3 percent and 15.6 percent respectively 
over the same period last year. As enterprises’ circulating 
funds do not circulate, normal production cannot be 
carried out. 


The prices of plan-covered steel products used for 
making agricultural machinery all became market prices 
at the beginning of this year; agricultural machinery 
enterprises no longer enjoy preferential prices. The huge 
increases in prices of steel products have led to substan- 
tial increases in the costs of agricultural machinery 
products. As a result more enterprises are incurring 
losses, and enterprises have difficulty surviving. 
According to information provided by people at the 
localities, the price of pig iron has risen from | ,000 yuan 
per tonne last year to 1,800-2,000 yuan per tonne; the 
price of rolled steel has risen from 1,800 yuan per tonne 
last year to 4,200 yuan per ton; and the price of steel 
sheets has risen from 2,000 yuan per tonne last year to 
4,500 yuan per tonne. In addition, the prices of some 
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parts such as tires have also risen. As a result some 
products which generated small profits or just enough 
returns to cover costs have to be sold on a loss-making 
basis. For instance, the Shanghai III combine harvester, 
produced by the Nantong Agricultural Machinery Plant, 
was sold at the price of 12,800 yuan per harvester last 
year. This year, because of the increases in prices of 
materials, net cost per harvester has increased by 3,675 
yuan, with the per harvester cost reaching 16,475 yuan. 
Aithough the price of the product has risen to 13,500 
yuan per harvester, each harvester would still make a loss 
of 2,975 yuan. The losses are expected to total over 2 
million yuan this year. 


This year the production and sales of the agricultural 
machinery industry have declined substantially; how- 
ever, except for a few products such as small tractors of 
which the supply exceeds the demand, state-owned 
farms and rural users have demand for all those products 
such as tractors, combine harvesters, and tractor-drawn 
farm implements, but just do not have the money to buy 
those products. This situation has been caused by the 
decline in the purchasing power relating to agricultural 
machinery. Such purchasing power has declined because 
the white slips used for purchasing grain last year have 
not yet all been redeemed, and because agricultural loans 
have not been provided since the beginning of the second 
quarter, while the investment direction has changed 
(agricultural loans have been diverted to township enter- 
prises, real estate development, and other things). Some 
provinces and municipalities have begun to restrict 
wheel tractors’ use of highways. In some localities, farm 
machinery households have to deal with high mainte- 
nance costs (for instance, in Henan Province eight agen- 
cies would charge fees on a small four-wheel tractor, with 
the fees totalling as much as 4,200 yuan); this situation 
has adversely affected the peasants’ enthusiasm for 
buying farm machinery. The large combine harvesters 
imported through frontier trade on a barter basis have 
also had disruptive impact on the domestic market. 
From an overall perspective, the declines in production 
and sales of agricultural machinery this year have been 
caused by the general climate. The rural areas have 
demand for agricultural machinery; the key problem is a 
lack of funds. It would be difficult to resolve the prob- 
lems facing the agricultural machinery industry and the 
issue of declining rural purchasing power relating to 
agricultural machinery without the support from the 
State and various sectors of society. 


Article Urges Improved Security in Rural Areas 


93CE0688A Beijing NONGMIN RIBAO in Chinese 
22 Jun 93 p 2 


[Article by Tang Jiahou: “Some NPC Deputies Have 
Said: Peasants Are Pleading for Improvement in Social 
Security”’] 
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[Text] A “Great, Prosperous Era” Must Be ‘Peaceful’; 
We Must Strike at Criminals Sternly and Ruthlessly; the 
Peasants Want To Live and Work in Peace; the State 
Wants Stability, Prosperity 


From rows of new farmhouses in the open country to 
urban government organs and enterprises, from gather- 
ings of families and friends to passengers on trains, ships 
and airplanes, and from street corners to the NPC 
conference hall, the issue of public security in society has 
always been the focus of the people’s conversation. 


This is a topic which will affect stability of the state and 
the people’s lives and properties. It 1s natural that such a 
topic should be brought up at the NPC conference which 
embodies the will of the people of all nationalities 
throughout the country. In recent years, there have been 
more proposals for legislation and law enforcement in 
this connection, accounting for a large percentage of the 
total number of motions made at the NPC. At the Fifth 
Session of the Seventh National People’s Congress held 
in 1992, there were more than 160 motions in this 
connection, about one-third of the total number of 
motions put forward at the session. There were even 
more motions in this connection at this year’s First 
Session of the Eighth National People’s Congress, and 
their percentage in the total number of motions is even 
higher. For several years, comprehensive measures have 
been taken to improve public security with remarkabie 
results, and they have played a significant role in 
bringing about social and political stability. However, 
with the deepening of reform, the vigorous development 
of market economy in rural areas and the increasing flow 
of population and money, there are public security 
problems in some localities. In some places there are 
serious security problems of which peasants complain 
most. Bandits ride amuck along railroads and highways, 
and the number of thieves, robbers and kidnappers is on 
the increase. Children and women are often abducted 
and sold. Drug addicts and peddlers abound. Gambling 
and the use of feudal superstition to deceive people are 
becoming more and more popular. Gangsters with 
underworld background are especially vicious. They hire 
killers to commit shocking crimes. Therefore, a large 
number of peasants lack a sense of security. Taiking 
about the relation between public security and well-to-do 
peasants, Li Rongjing, a peasant in Fuyang Prefecture, 
Anhui Province, who becomes wealthy by raising milk 
cows, said with a worried look: “Right now I dare not 
raise milk cows. The main reason is insecurity. I have to 
send milk to the city early in the morning. Our deliv- 
eryman is often held up on the way to the city. After I 
have made some money, some one came to my house 
with a knife demanding money. My family is not the 
only one. Similar incidents also happened in neighboring 
villages. There was another group of people driving a car 
to our village. They blatantly broke tnto people’s houses 
and ran away in their car after seizing money and 
valuables. Peasants become wealthy by working hard. 
Some people want to ‘punish’ the wealthy. This is our 
headache. Although the police arrested them, they were 
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soon released. They have become even more vicious. 
Some of them have taken retaliatory measures. Who 
dares to offend them? Peasants are unhappy about this 
situation. They believe that the existing laws are useless 
in dealing with evildoers. On the contrary, good people 
are afraid of bad people. We earnestly hope that laws will 
be made stricter and criminals will be punished even 
more severely. If we punish them slightly, we will enjoy 
little peace. If we punish them severely, we will enjoy 
profound peace. If we keep on hitting them for a long 
time, we will enjoy enduring peace. Only by allowing 
peasants to live and work in peace can a nation enjoy 
prosperity.” Although this peasant’s strong appeal is 
somewhat biased and wrathful, it truly reflects the wor- 
ries of the broad masses of peasants and their yearning 
for a “great, prosperous era in peace.” It also shows that 
now is the time to adopt radical measures to improve 
public security in rural areas. 


Law Enforcement Is Aimed at Defending 
Authoritativeness and Dignity of Law, Not A 
Bargaining Tool To Trade Power and Money for Better 
Human Relations 


In order to effectively reduce the crime rate and contin- 
uously improve public security, the National People’s 
Congress has accelerated the legislative procedure. 
During the five years of the Seventh National People’s 
Congress, there were 59 laws enacted. Although many 
laws have been enacted, it is difficult to strictly enforce 
them. In some localities, “criminals are not strictly dealt 
with and sometimes they pretend to be severely pun- 
ished.”’ Rural grass-roots organizations are busy “open- 
ing their windows” and paying attention to developing 
the economy, while ignoring “swatting flies” and 
arresting criminals. Some networks for crime prevention 
by the masses are slack. Public security and procuratorial 
organs and people’s courts are fighting in isolation. Most 
law enforcement personnel are new recruits. Their stan- 
dards in law enforcement are not so high. They are not 
doing their best tn taking strong measures against crim- 
inals. What the masses resent most is the fact that some 
of the law enforcement departments do not act according 
to law, and they substitute law with penalties. Some 
departments even link law enforcement with economic 
interests and turn the sacred palace of defending author- 
itativeness and dignity of law into an arena of rivalry 
between money and human relations. Some NPC mem- 
bers from Guizhou said that a tendency exists in the 
society right now. Lawbreakers are not afraid of the law. 
They are afraid of man. In some localities, going to court 
becomes “a rivalry for better human relations.” Old 
peasants who have neither money nor human relations 
have no idea how to enter a lawsuit. Nor do they have the 
money to sue anyone. Even those who want to report a 
crime must pay fees and provide transportation. It is true 
that “those who have no money do not come in, even if 
they have justice on their side.” As long as money is used 
as a bribery for the improvement of human relation- 
ships, those who should be placed under arrest are not 
seized, while those who are arrested may be released. 
Even penalties can be reduced. More shocking is the fact 
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that police cadres set free criminals sentenced to death 
after receiving bribes. Two NPC deputies from Hunan 
and Heilongjiang said that peasants in their provinces 
vehemently complained against the local law enforce- 
ment departments of some localities. A handful of law 
enforcement officials have violated laws themselves by 
taking bribes and bending the law. They even “commute 
death sentences, or give the death penalty to criminals 
already sentenced to a fixed-term imprisonment.” 


Public security and procuratorial organs and people's 
courts are the fulcrum. If this balance is slightly out of 
alignment, the foundation of “all persons being equal 
before the law” will crumble, and the mansion of peo- 
ple’s faith in legal affairs will tilt. Nearly 80 percent of 
the letters people send in and the complaints they make 
when they call on the standing committee of a prefec- 
tural level people’s congress are against unjust law 
enforcement by public security and procuratorial organs 
and people’s courts. Another incident which aroused 
national attention was when, in order to shield his own 
son, Public Security Bureau Director Ning Haide in 
Linyi County, Shanxi Province, bent the law by putting 
a vegetable vendor and his son in jail. Later one of them 
was killed and the other wounded by fellow prisoners. 
This incident stirred up public indignation. XINHUA 
carried a news item on 16 May reporting that Ning 
Haide was sentenced to three-year imprisonment. 
XINHUA also pointed out: “In order to draw lessons 
from this incident, the Shanxi Provincial Public Security 
Bureau issued a circular calling for efforts to consolidate 
the law enforcement departments.” To help leading law 
enforcement cadres raise their standards and improve 
their quality in handling cases is an urgent task of the law 
enforcement departments. It is also the fundamental 
measure in continuously improving public security. In 
light of the local situation in law enforcement, Lin Ruo, 
chairman of the standing committee of the Guangdong 
Provincial People’s Congress said: “In the past, we often 
blamed ordinary people for knowing nothing about the 
law. Actually some law enforcement departments have 
not acted in accordance with the Constitution or the law. 
I believe that cadres at all levels, particularly middle and 
high ranking cadres, need to broaden their knowledge on 
iaw and strengthen their legal concepts.” 


Shorten Period of “Labor Pains” During Transition 
Period from “Rule by Man” to “Rule by Law”; 
Accelerate the Development of Democracy and the 
Legal System; Strengthen Check-Ups and Supervision 
Over Law Enforcement 


After Qiao Shi was elected as the chairman of the Eighth 
NPC Standing Committee, he made his first public 
speech on 28 March this year on the situation which 
prevails in some localities and departments whereby 
laws are not observed; their enforcement is not strict; 
laws are substituted by words, and power is used to defy 
laws. He emphatically pointed out: The National Peo- 
ple’s Congress must strengthen check-ups and supervi- 
sion over law enforcement. This is an important measure 
in strengthening socialist democracy and running the 
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country according to law. Some law enforcement per- 
sonnel said with deep feelings: Chairman Qiao Shi came 
out with what is on our minds. Right now, laws are 
difficult to enforce, and it is hard to enforce laws strictly. 
The use of power to replace laws is creating difficulties. 
Yuan Fanglie, former president of a certain provincial 
people’s higher court, said: “Prosecution was dropped in 
43 percent of the criminal cases and original judgement 
confirmed in 57 percent of the criminal cases in our 
province. The high percentage of cases whereby charges 
were dropped is mainly because some leaders or leading 
organs used their personal messages to replace laws and 
their authority to defy laws. They create barriers by all 
means to obstruct justice, and make things difficult for 
the law enforcement department in enforcing the law. 
Once, a county-level court was handling a case. The 
county magistrate was displeased with the way the case 
was handled. He then reduced funding to the court on 
the pretext of insufficient county administrative funds so 
that the court was unable to handle the case.” Yuan's 
speech reminds people of the debates on the criterion of 
truth years ago. Warm discussions have been earnestly 
carried Out in various cities throughout the country on 
the issue of “whether a county CPC committee is greater 
than the Constitution.” In essence, this is an issue of 
“whether one’s authority is above the law.” These dis- 
cussions help raise people’s awareness in legal affairs and 
open up a new prospect in the realm of ideology for 
China to transit from “rule by man” to “rule by law” and 
take the path of ruling the country in accordance with 
law. However, the influence of “rule by man” has been 
deep-rooted in China for thousands of years. Exposed to 
the malady of “rule by man,” some leaders or leading 
organs exercise their leadership in a patriarchal way by 
using their own words as laws. It is difficult to get rid of 
their deep-rooted habits. In some localities, cases are not 
handied on the basis of facts and laws. They are handled 
on the basis of one’s power or a certain leader's view. On 
another occasion, the evidence is complete and reliable 
in a case. However, “a person of higher authority sends 
in a slip of paper. The prosecutor at the lower level has 
no choice but leave the case unsettled.”’ This is equiva- 
lent to public security and procuratorial organs and 
people’s courts issuing IOUs to ordinary people who 
engage in lawsuits, said peasants. This is a sign of the 
“pain of transition” from “rule by man” to “rule by 
law.”’ Pain over a short period of time is better than pain 
over a long period of time, many NPC deputies have 
said. They pointed out that peasants and basic-level 
cadres call for efforts to accelerate the development of 
democracy and the legal system and shorten the afore- 
mentioned transitional period. They also said that 
efforts must be made to increase the power of the 
people’s congresses at all levels and strengthen check-up 
and supervision over law enforcement departments. We 
must change the practice of doing a crash job, developing 
movements or handling cases perfunctorily. It is essen- 
tial to combat crimes on a regular basis and develop a 
system to improve public security. We must regard the 
task of continuously improving public security as an 
important criterion to evaluate the leading cadres at all 
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levels in rural areas, and “veto any recommendation for 
a cadre’s promotion” if he or she is involved in any 
wrongdoing in defying the law. Leading cadres must not 
only help people become rich during their tenures and 
develop material civilization, but also “ensure unity and 
social stability” and promote spiritual civilization. Only 
by pushing both spiritual and material civilization to a 
new height, will it be possible for China to enjoy a long 
period of order and prosperity. 


Yunnan Extends 2.555 Billion Yuan Credit 


93CE0837A Kunming YUNNAN JINGJI BAO 
in Chinese 26 Jul 93 p 1 


[Report by Wang Zuzhe: “Our Province Issues 2.555 
Billion Yuan in Agricultural Loans—To Support the 
Development of Agricultural Production”’] 


[Text] By the end of June, agricultural banks and rural 
credit cooperatives across our province had, cumula- 
tively, issued 2.555 billion yuan in agricultural loans, 
representing an increase of 734 million yuan over the 
same period last year, thereby forcefully promoting the 
production of grain and the major cash crops. 


This year the agriculture-supporting work of the rural 
financial institutions of our province has been character- 
ized by quick actions and concrete measures. At the 
beginning of the year, the Provincial Agricultural Bank 
proposed six measures on continuing to do a good job of 
supporting agriculture, demanding that agricultural 
banks and credit cooperatives provincewide persist in 
regarding agriculture as the basis and increase agricul- 
tural input. The first was to give support to state-owned 
farms, collectives, and farm households at the same time. 
In January-June 1.566 billion yuan in loans was given to 
farm households, representing an increase of 34 percent 
over the same period last year; 237 million yuan and 329 
million yuan were given to state farms and agricultural 
collectives respectively, representing increases of 15.6 
percent and 254 percent respectively over the same 
period last year. The second was to give focused support 
to small-scale construction of farmland irrigation facili- 
ties and the application, and spreading the use of, 
agricultural technologies, activities which were low in 
cost, while generating quick returns. The third was to 
support the rural materials organizations in their effort 
to prepare supplies of agricultural materials. The prov- 
ince as a whole has issued 528 million yuan in agricul- 
tural material loans, representing an increase of 21 
percent over the same period last year. The fourth was to 
actively raise funds, and to issue “two completes” loans. 
Over |.4 billion yuan in loans has been issued to state- 
owned commerce enterprises to be used for purchasing 
agricultural and side-line products. And, 50.47 million 
yuan in loans has been issued for the purpose of paying 
earnest money relating to grain purchases, and the total 
amount of loans issued for the purpose of paying earnest 
money relating to grain purchases is the largest in recent 
years. The fifth was to issue 1.416 billion yuan in loans to 
township enterprises, representing an increase of 174 
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percent over the same period last year, thereby giving 
forceful support and impetus to the healthy development 
of township enterprises provincewide. 


Sichuan Agricultural Purchasing Proceeds 


93CE0837B Chengdu SICHUAN JINGJI BAO 
in Chinese 12 Aug 93 p 1 


[Report: “Not One Fen’s Worth of White Slips’ Were 
Given to Peasants—The Small Spring Purchasing of 
Agricultural and Side-Line Products Has Been Finished 
Completely Across Our Province”’] 


[Text] By the end of July, our province had secured 
purchasing funds totalling 3.5 billion yuan, and pur- 
chased 1.699 billion kg of grain, 371 million kg of oil, 
550,000 dan of silkworm cocoons, and 4.76 million pigs. 
Thus, the small spring purchasing of agricultural and 
side-line products was finished completely. During the 
entire purchasing process, our province did not give 
peasants a fen’s worth of white slips. 


“Never pay peasants with white slips” is the requirement 
on, and goal of, this year’s work of purchasing agricul- 
tural and side-line products proposed by the CPC Cen- 
tral Committee and the State Council. Thus, the CPC 
Provincial Committee and the provincial government 
paid great attention to this issue, making refraining from 
paying peasants with white slips an important criterion 
for evaluating the performance of governments at var- 
ious levels and the relevant organizations. The systems 
of executive responsibility and “two-direction goals” 
responsibility were introduced; that is, when problems of 
paying with white slips occur because of a lack of funds, 
governments at various levels and “horizontal” financial 
and purchasing organizations as well as banks will imple- 
ment plans through all the layers, and conduct evalua- 
tion under the goal responsibility system. The Provincial 
People’s Bank took the initiative in serving as a good 
advisor to the government, promoting the securing of 
funds for all sectors; the specialized banks and the 
relevant purchasing organizations cooperated closely, 
thereby providing a solid monetary foundation for 
refraining from paying with white slips when making 
purchases. The CPC Provincial Committee and the 
provincial government made vigorous efforts to super- 
vise and examine the securing and using of funds, 
organized four task forces headed by the deputy secre- 
tary, vice governor, director of the provincial financial 
office, and the president of the Provincial People’s Bank. 
The task forces went to key regions to supervise and 
examine the actual securing and using of purchase funds, 
and helped resolving practical problems, thereby 
ensuring the achievement of the hard-pursued goal of 
refraining from paying the peasants with “white slips” 
across the province. 
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Update on Guangxi Grain Sector 
93CE0837C Nanning GUANGXI RIBAO in Chinese 
28 Jul 93 p 1 


[Article by staff reporter Pan Dingjian: “Summer Grain 
Had an Encouraging Beginning, and the Losses Were 
Caused by Disasters; Fall Grain Is Under Heavy Pres- 
sure, With the Key Being To Work Hard”™] 


[Text] After great heat, the busy summer harvest period 
has started in our region. According to reports from the 
localities, the total output of summer grain is expected to 
be the same as, or less than, the same period last year 
when grain output increased. In this way, the completion 
of the task of increasing grain output by 110 million kg 
this year under our region’s plan will have to depend on 
the production of autumn grain. 


According to the Agriculture Department, in our region 
the production of early-crop grain had a good beginning: 
the sown acreage for grain was 25.02 million mu. In 
regard to the sown acreage, hybrid rice accounted for 
71.5 percent of early rice, representing only a decrease of 
160,000 mu from the same period last year, and thus the 
situation was basically stable. Rice shoots for 80 percent 
of the early rice were transplanted a few days after Clear 
and Bright; field management was carried out in a timely 
way; disease- and insect-infestation was under control, 
producing no serious harms; and the crops grew in an 
encouraging way. The sown acreage for spring maize 
increased by 360,000 mu over the same period last year. 
Hybrid varieties also saw an increase of 122,000 mu. The 
output of spring maize is expected to increase by 110 
million kg this year regionwide. This year the main 
problem in the production of summer grain is that in 
June-July most places in our region saw heavy rains 
successively, and that some places saw torrential rains 
and flood, suffering serious disasters. Regionwide, 
6.6112 million mu of agricultural crops were flooded; in 
this regard, there will be no grain harvest from 453,000 
mu of land. Qinzhou and Guilin prefectures and Guilin 
city have suffered very heavy losses, with the combined 
Output being expected to decrease by over 150 million 
kg. Hechi prefecture originally expected to increase its 
output of summer grain by 60 million kg, but such 
Output is no longer possible. At the most the output will 
be able to be the same as the same period last year. 


“Early crop losses are to be made up by late crops.” If so, 
what actions should be taken in regard to late-crop 
production of grain this year? 


At present, it is no longer realistic to hope to increase 
grain output through increasing sown acreage, and the 
only way is to make great effort to increase unit area 
yield, while relatively stabilizing the sown acreage. 


The work of stabilizing the sown acreage for grain has 
now already had a good beginning. Middle rice shoots 
have been transplanted on 1.93 million mu of land, and 
it is estimated that transplanting can be completed for 
2.1 million mu, the same as last year; the work of 
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planting late mce has been completed; and summer 
harvesting is progressing faster than the same period last 
year. By 21 July, regionwide 4.9708 million mu of rice 
had been harvested, representing an increase of nearly 
100,000 mu over the same period last year. The increase 
in water supply is very good for preventing late rice from 
missing the season. But, as there is a good side, there is 
also a bad side; and some problems are rather promi- 
nent: because of financial difficulties, some counties (or 
cities) not only are unable to pay for cadres’ expenses for 
going to the rural areas, but are even unable to give 
employees their pays timely and fully. The phenomenon 
of lacking funds is particularly prominent in the agricul- 
tural technology organizations, thereby seriously 
adversely affecting the enthusiasm on the part of the 
cadres; as a result, the use of advanced agricultural 
technologies cannot be spread in a satisfactory manner. 
For instance, the amount of land making use of 
improved hybrid varieties, the method of two-stage 
seedling growing, the method of enhanced-efficiency 
seedling growing, furrow cultivation technique, or leaf- 
surface fertilizer is smaller than the previous year. In 
terms of the actual sown acreage, this year hybrid early 
rice saw a decline of 1.57 million mu from the same 
period last year, and late rice saw a decline of around 1.6 
million mu from the same period last year. Leading 
officials of some counties (or cities) have failed to 
concentrate on agricultural work, and especially, relaxed 
necessary leadership over grain product'on. According to 
agricultural experts, without the solution of practical 
problems facing agricultural technology cadres, it would 
be difficult to spread the use of advanced agricultural 
science and technology and management methods, or to 
achieve the goal of increasing the output of autumn 
grain. Recently, the agriculture, forestry, water 
resources, personnel, and finance ministries of the state 
and the State Planning Commission issued a joint cir- 
cular, pointing out: ““The state technology- 
popularization organizations’ expenses should be the 
responsibility of the state’s finance, and disconnecting’ 
or weaning’ should not be carried out in a willful 
manner. The budgets should not be reduced, but, 
instead, be increased, with continued increases in fiscal 
revenues.” Therefore, in order to have a good late-rice 
harvest so as to fulfill this year’s plan of increasing grain 
Output, party committees and governments at various 
levels must enhance their understanding, truly place 
developing agricultural production above all other eco- 
nomic work, and, in accordance with the spirit of the 
relevant circulars issued by the state, adopt measures to 
effectively resolve financial difficulties facing agricul- 
tural technology organizations, so as to fully develop the 
enthusiasm on the part of agricultural technology cadres 
at large in an effort to do a good job of spreading the use 
of agricultural technologies. 


At the same time, in regard to production, it is necessary 
to do four things well: First, while properly adjusting 
industrial structure, stabilize the sown acreage for grain. 
In places where conditions are ready, it is necessary to 
seize the opportunity offered by the current situation of 
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a large amount of rain to expand the sown acreage, and 
to work hard to do a good job of growing dry grain; 
second, do a good job of managing and caring for 
seedling land, especially the seedling land for hybrid late 
rice, SO aS tO grow strong seedlings and to make sure that 
transplanting can be completed on more land; third, 
concentrate the work force on, and step up, the fast 
harvesting and planting, making sure that the task of late 
rice transplanting is basically completed before 10 
August, so as to avoid being affected by the cold dew 
wind; and, fourth, vigorously spread the use of such 
advanced cultivating technologies as furrow cultivation 
technique. It is planned that regionwide furrow cultiva- 
tion technique will be used on 8 million mu of iand this 
year. If the amount of land using the technique was too 
small when early rice was grown, then more land should 
use the technique when growing late rice. 


Brief Report on Grain Production, Sales, Purchase 
93CE0822A Beijing NONGMIN RIBAO in Chinese 
12 Jul 93 p 2 


[Article by Ma Xiaoming (7456 0879 2494) and Zhou 
Wenhui (6760 2429 6540): “Current Grain Production, 
Sales, and Purchases Summarized™] 


[Text] With the increased price reform power of agricul- 
tural productions, the released pricing scope for grains 
has been incrasingly expanding. At present, 80 percent of 
the provinces (prefectures and municipalities), and over 
1,000 counties in China have completely released grain 
sale and purchase prices, in the economic form of written 
sales and purchasing contracts instead of solely being 
purchased and distributed by the state. 


Studies in such grain price releasing areas as Hubei, 
Zhejiang, Jiangsu, and Hebei, etc., have uncovered the 
following characteristics: 


First, varieties and structures of grain are developing in 
the direction of high quality, gradually alleviating the 
contradiction of an unbalanced supply and demand struc- 
ture for grain varieties. At Jiaxing, the leading granary in 
Zhejiang, 83 percent of the entire rice production of of 
medium or high quality. In Hubei Province, 90 percent 
of the total rice output is of medium or high quality, a 10 
percent improvement over last year, with 30 percent 
being of high quality. 


Second, there are considerable regional variations in the 
rise and fall of purchase prices. After Jiangsu released 
grain prices, the purchase price showed a tendency to 
rising every month, and in the first quarter rose 7.6 
percent compared to the same time period the year 
before. The grain purchase price in Zhejiang dropped 
another 0.4 percent in the first quarter on the basis of last 
year’s price drop. The wide regional variations in pricing 
are due to the existence of discriminitory prices 
according to quality. A high quality consumption struc- 
ture leads to an increasing demand for short-grain rice, 
and long-grain rice becomes more and more difficult to 
meet needs of comsumers. Long-grain rice is currently 
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used in many places primarily for industrial purposes. 
The high quality rice from Jiangsu Province tends to pull 
up the purchase price while the high prices for Zhejiang’s 
low quality rice leads to rice flowing into the province 
from outside and forces the purchase price down. 


Third, the assignments of concluding sales and purchase 
contracts for grain have essentially been accomplished in 
each locality. To maintain an overall balance on the gross 
amount of grain in order to stablize the peasants’ enthua- 
siasm, the 50 billion kilograms’ order assignment is 
unchanged in 1993, the amount not changing with the 
price release. The situation is better regarding the con- 
clusion of contracts in each locality. Up to now, an 
assignment contract for an order totalling 2.9 billion 
kilograms’ has been concluded with peasants in Hubei 
Province. Up to the middle of April, the assignment for 
an order of 3.8 billion kilograms’ grain in Zhejiang is 
bascially complete. 


Fourth, the distribution of advance payments for future 
purchases is very unbalanced. Up to 30 April, 200 million 
yuan in advance payments for future purchases had been 
allocated to the Agricultural Bank of China in each 
municipality and county of Zhejiang, nearly twice the 
amount as last year. Jiangsu’s economy is more devel- 
oped, and in the southern part of the province, where 
agriculture is supported by industry, advance payments 
can be guaranteed; but in the northern part, where the 
economy has developed more slowly, there are certain 
difficulties with this. For example, all of 38.75 million 
yuan of earnest money for grains was allocated to the 
proper localities in Wuxi, the 1993 capital budget for 
agriculture was increased by 13 percent over last year, 
and funds for grain purchases can be thoroughly guaran- 
teed. In Hebei, although 320 million yuan in earnest 
money for grains was allocated in separate batches to 
grain departments, it took a long time to carry out 
completely. Up to 25 May, there was only 140 million 
yuan earnest money for grains allocated to farmer fam- 
ilies, which was only 45.2 percent of the total capital. 
This situation was due to a lack of understanding of the 
policy on the part of the peasants, and created a serious 
situation in which the funds were diverted by localities 
for other uses. 


Peasants have reacted differently to the policy of distri- 
bution of advance payments for future purchases. It has 
been welcomed in the backward areas, but peasants in 
the advanced, developing areas complain that the proce- 
dures for advance payments for future purchases is 
overelaborate. In addition, the interest charges (returned 
to the peasants when the grains are purchased), make 
them reluctant to get involved with the procedure. 


Fifth, the lowest protective price of grains must be estab- 
lished on the basis of each area's actual sitation. In 
Hubei, it is 21 yuan per 50 kilograms of early season 
long-grain rice, 28 yuan for late season long-grain rice, 
31.5 for short-grain rice, and 21 yuan for corn. In 
Zhejiang, it is 24.6 yuan per 50 kilograms of early season 
long-grain rice, 74.5 yuan for soybeans, and 30.8 yuan 
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for corn. To a certain degree it has played a role in 
implementing the lowest protective price to stablize the 
peasants’ enthusiasm. 


Sixth, with the accelerated development of grain markets, 
it the process of allocating and selling grains inside 
provinces or between provinces has become increasingly 
smooth. As grain markets have continued to expand, a 
new structure has formed which is directly under the 
provincial grains departments and led or coordinately by 
relevant departments to promote major circulation of 
grain. From |! April 1992 to the end of this past March, 
the Hubei grain department had allocated and sold 4.7 
billion kilograms of grain, an increase of 66 percent over 
the same time period last year. This included 2.7 billion 
kilograms inside Hubei, and 2 billion kilograms outside 
the province. 


Problems which warrant careful considerations: 


First, there is still much work to do in raising the capital 
needed for grain pricing subsidies. Chemical fertilizers 
and diesel fuels, which were originally linked with grains, 
have gone back to pricing differentials, but it is still 
difficult to raise the funds for these differentials Hubei, 
on a formula of two-ihirds from the state and one-third 
from the province, has a burden of 102 million yuan. 
The provincial department of finance has raised 50 
percent of this, or 5! million yuan, a major achievement, 
but the 51 million yuan shortfall must be borne by 
county finances, and some counties cannot even meet 
their payrolls. The limited financial strength of the 
counties will affect the pace of implementing differential 
pricing. Huanyin, Jiangsu has to bear a 9.8 million yuan 
grain price subsidy, and this is not easy to bear for a city 
which annually shows a budget deficit (the total budget 
deficit for 1992 was 350 million yuan, and the forecast 
budget deficit for 1993 is 190 million yuan). 


Second, there basically has been no change in the capital 
shortage for purchase of summer grains. Up to the end of 
May, the city of Macheng, in Hubei, has been short 75.75 
million yuan in capital for purchasing summer grains. 
For Huanyang, in Jiangsu, there is a short of 250 million 
yuan in its summer grains’ purchasing capital of 385 
million yuan. Henan needs purchasing capital of 2.5 
billion yuan, and in addition to that allocated by finan- 
cial departments, still needs to raise 1.16 billion yuan. In 
light of the current situation, it will have major problems 
collecting this share of the funds. 


The reasons for his lack of funds are as follows: 


1) A tight financial situation, and an annual budget 
deficit. 


2) There is a quite serious situation of long-standing 
debts for grains, and some of these grain loans may never 
be repaid. Grain departments have a difficult time 
obtaining repayment of expired loans, both within and 
from outside of the provinces. For example, there is little 
hope for a 1.7 billion yuan delayed payment loan for 
allocating and selling grains in Henan. 
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3) The Agricultural Bank of China is short of capital. For 
instance, there was only 20.74 million yuan in deposits 
in the agricultural bank in Huanyang in April, with a less 
than | percent reserve payment rate, a deposit balance of 
1.374 billion yuan, loan balance of 4.036 billion yuan, 
for a deposit and loan imbalance of 2.686 billion yuan. 


Third, the price of agricultural products is rising rapidly, 
which results in cumulative production costs for peasants, 
and reduced their profits from planting grains. In the first 
quarter, the prices for agricultural products has risen by 
8.5 percent compared to the same period last year, and in 
some provinces, the rate of increase has even gone into 
double digits. For instance, the price of agricultural 
goods in Zhejiang rose 9.1 percent during January to 
April, and among these the April increase was highest, 16 
percent. During this January to April period, grain 
farmers had to pay an extra 35.66 million yuan in their 
costs due to the rising price of agricultural products. The 
rise in production costs caused a continual reduction in 
the benefits from planting grains. For example, peasants 
in Huzhou, Daishan town in Zhejiang Province say that 
every mu of early season rice requires an outlay of 130 
yuan for production supplies; calculating on a basis of 
350 kilograms production per mu, and a price of 49.2 
yuan per hundred kilograms (the lowest protective 
price), the total income from one mu of early season rice 
is 170 yuan. This leaves only 40 yuan after the cost of 
production supplies is subtracted. Each laborer costs 15 
yuan, so when labor costs are deducted, there is 
extremely little or even no profit in planting grains. 


To avoid a landslide collapse of grain production, each 
level of government must carry out the state’s grain 
policies, strengthen administration and supervision of 
agricultural product pricing, and arouse the peasants’ 
enthuasiam for planting grains. This will promote lifting 
grain production to a new level. 


Lower Summer Wheat Prices Worry Peasants 


93CE0822B Beijing NONGMIN RIBAO in Chinese 
15 Jul 93 p 1 


[Article by staff reporters Tang Yuanjie (0781 0955 
4814) and Zhao Zekun (6392 3419 3824): “Over 10,000 
Big Grain Families Cease or Change to Other Businesses, 
As Bumper Grain Harvests Make It Hard for Them To 
Smile; A Report on Grain Sales in Shanxi and Hebei™] 


[Text] After a year’s hard work, a bumper harvest usually 
brings joy to peasants. But this year reporters saw a 
Situation in which this summer's bumper harvest of 
grains had the peasants worried. One after another they 
complained that this summer's grain purchase price was 
lower than last year’s, while the cost of producing grains 
was higher than in any previous year. Planting fields this 
way, there were no profits to be made. The only success 
was in southern Shanxi, where over 10,000 families who 
were major grain producers turned in their contracts for 
the over-planted parts of their lands so that they could 
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shift to other trades. Some of these mayor grain planting 
families even sei aside only a few mu of their lands for 
grains, while planting gourds, beans. or melons on the 
rest. 


The grain protective price was lower than the market 
price, but controls on prices of farming supplies made it 
higher and higher. In Chengde, Hebei, rural cadres told 
reporters that this was strange. The market price there 1s 
higher than the protective price, while the controlled 
price of supplies is higher than the sales price. How can 
such pricing protect peasants’ profits? Some peasants 
who were purchasing chemical fertilizers noted that: in 
the past, with no price controls, chemical fertilizer was 
900 yuan per ton; but the controlled price came out at 
1,050 yuan, which caused a great deal of commotion. 
When we come to buy now, it is still up at 1,000 yuan. 


At this time, reporters also conducted interviews in 
Yunchen, a major grain producing prefecture in Shanxi. 
The responsble person in the Yunchen grains bureau 
summed it up this way: the lowest protective price for 
third class wheat in Shanxi this year was 0.372 yuan per 
jin. But even this price included three subsidies to 
peasants for unfulfilled sales. Meanwhile. the price of 
wheat was about 0.38 to 0.40 per jin, regardless of 
whether this was in the market or by means of other 
channels such as going into the countryside to purchase 
directly from peasant families. A couple of peasants in 
Wenxi county asked angrily: Just who does this price 
protect? Several peasants at the Linyi county grains 
collection station put it this way: mnght now the average 
production output is five hundred jin, which brings a 
gross income of 190 yuan; the cost of double irrigation is 
60 yuan, while seeds, turning up the soil, and reaping 
cost another 60 yuan, and chemical fertilizer costs 40 
yuan more. So, not deducting labor service, the average 
income per mu is only a bit more than 30 yuan. One 
full-time laborer can plant 3 to 4 mu of fields, so where 
are the profits in such work? 


While the price of agricultural supplies is rising, the 
purchase price of grains is dropping. Take chemical 
fertilizer as an example of agricultural supplies in Hebei. 
Last year the price of nitrogen fertilizer was 800 to 900 
yuan per ton, but it has risen to 1,000 to 1,200 yuan this 
year. The sales price of chemical fertilizer in Shanxi was 
in the same situation as in Hebei. Peasants of Xia 
County in Shanxi said that with the price of chemical 
fertilizer going up, they have had to abandon their hope 
of irrigating the fields two or three times, so they have 
decided to irrigate the fields one less time and apply 
fertilizer one less time. The agricultural supplies system 
said that not only has the price of imported chemical 
fertilizer gotten too costly to purchase, domestically 
produced chemical fertilizer has also gotten terribly high, 
and even where there are sales, it is difficult to sell all in 
stock. Every county in Shanxi showed a more than 30 
percent drop in sales of chemical fertilizer in the first 
half of the year. 
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Peasants in Yunchen keep their own accounts. They 
asked reporters: the state seeks to protect peasants 
enthusiasm for planting grains, and not give blank 
receipts, and this is very good. However, how are they 
protecting enthusiasm? Last year, the purchase price for 
wheat was 0.40 yuan per jin, while this year it was only 
0.385 yuan per jin for high class wheat with a protective 
price was 0.372 yuan. Why is it that profits have turned 
out to be so littl with so much more invested in 
production, while with the protection of the protective 
price, the prices have gone down? 


With no profit gained from planting grains, many grain- 
growing peasants have gone out of business. In the 
prefectures of Chengde and Baoding, both in Hebei. 
there used to be many major grain-planting families, but 
now many of these big families are dealing with their 
fields as if they were dismembering a body. Some of 
these have expanded development of apple orchards, 
hawthorn gardens, or melon gardens. Quite a few towns 
and villages were hard pressed to accomplish their 
summer grains assignments. The reason were that peas- 
ants planted their fields with other crops in place of 
grains or constructed manufacturing plants there. On the 
west bank of the Feng River, we could see the dense 
smoke of just-ignited coal fires. The local people 
explained that the profits from iron smelting and coking 
were far better, several times or several tens of times 
better, than from planting grains. By associating with 
two or three other families or by employing several 
persons, a coking plant can be built up very quickly. In 
Xiangfeng County, the reporters also saw many piles of 
soil heaped up on freshly reaped fields, as more than a 
few big families were building plants while destroying 
their fields. The chief of the grain bureau in Yongji 
County. Yuncheng, said that most of the original regis- 
tered big families in the county now planted only a few 
mu of wheat fields. Even the famous big grains family 
who had won a nation award was unable to bear the grain 
price burden, and planted only a little over 10 mu of 
wheat. A couple of days ago, this big grain planting 
family declared that they would be unable to plant at all 
next year. Yuncheng is a famous base for commercial 
grain, and these reporters investigated only four coun- 
ties. Preliminary statistics are that as many as 10,000 big 
grain plaanting families (those planting over severai tens 
of mu in grain fields) have gone out of business, going 
instead into other businesses or expanding other types of 
production, thereby reducing the grain field area. 


Statistical Bureau Reports Summer Grain, 
Peasant Income 

93CE0822C Beijing NONGMIN RIBAO in Chinese 
20 Jul 93 pl 


[Article by Mao Xiaorui (3029 2556 3843): “National 
Bureau of Statistics Announces Rural Economic Devel- 
opment Situation for First Half of Year: Summer Grains 
Output Increased 4.5 Percent; Peasants’ Income 
Increased 7 Percent”) 
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[Text] Statistics from the National Bureau of Statistics 
show that this year’s output of summer grains set a new 
record in China. The gross output of 107.98 million tons 
was an increase of 4.5 percent over last year’s bumper 
harvest. Livestock husbandry and fishing showed stable 
production increases, while the output of pork, beef, and 
mutton was over 14.4 million tons, an increase of 9 
percent over the same period last year. Aquatic products, 
vegetables, and fruits added vanety and increased pro- 
duction output. An improved output of nonstaple foods 
enriched consumers’ “food basket,” and helped to stabi- 
lize the market. 


The achievements of this summer's bumper harvest of 
grains and agricultural and nonstaple food, are due to a 
senes of policy measures which were implemenied for 
agriculture in various ways by the state. But, looking at 
the entire agricultural situation, there is still a lack of 
reserve force in production development. Production 
investment went down, and sales of agricultural supplies 
increased slowly, only 2.1 percent over the same period 
last year. Not every policy measure to strengthen agr- 
culture has been implemented, and it ts expected that 
this strengthening and implementation will go on con- 
tinually in the second half of the year. 


The per capita monetary income of rural residents is 423 
yuan, and after price factors are deducted, it actually 
increased about 7 percent. The per capita income of city 
residents actually increased by 13.5 percent, to about 
1,116 yuan. 


Purchase of Summer Grain, Oil Bearing Seeds 
93CE0822D Beijing NONGMIN RIBAO in Chinese 
2 Jul 93 pl 


[Article by Chen Wei (7115 0251): “Purchase Plan for 
Summer Grains Going Smoothly, Rapeseed Purchase 
Plan Difficult To Accomplish”] 


[Text] This reporter has learned from relevant depart- 
ments that this year the work of summer grains and oil 
orders nationally developed successfully. The basic situ- 
ation is that, up to July 1 Sth, 24.01 billion jin in grains 
have been ordered, which occupies 86 percent of the 
plan. Indications from each province are that, although 
there was a slowdown in summer grains going into 
warehouses due to such reasons as the postponed season. 
etc, it will still be possible to accomplish the summer 
grains order plan, and some provinces and prefectures 
plan to accomplish the whole year's order plan during 
this summer. 


Because of reduced area, etc., it is forcast that there will 
be a two-tenths to three-tenths reduction in the output of 
rapeseed. The twelve major production areas plan to 
purchase 6.1 billion jin, which will be a 2.6 billion jin 
reduction. Up to 15 July, it had accomplished 2.87 
billion jin, which occupies 46.5 percent of the plan. At 
present, prices are rising in the rapeseed market, and in 
some major production areas we see the appearance of 
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multi-channel competitive purchasing by means of 
raising pnoes. which will make it difficult to accomplish 
the rapeseed purchase plan. 


This is the first purchase of summer grains im the 
summer after the national grams pnce was released. The 
pace of purchases has been unbalanced in the provinces. 
Three provinces, Shandong. Zhejiang, and Yunnan. 
have fulfilled or overfulfilled their summer grains order 
plans. Hebei, Henan, Beiyjing. Anhui, and Shanxi have 
completed over 80 percent of plan. Sales are slow in 
some provinces which suffered disasters, and in some 
provinces and cities there has even appeared competitive 
grain price mses, a situation in which peasants sell their 
grains grudgingly. so the grains departments have none 
to purchase. This year, the ordering of grains has gone 
— i5 percent of plan has been 
led. 


Jiangsu Undergoes “Grain Purchasing War’ 
93CEOSI2IE Beijing ZHONGGUO XINXI BAO 
in Chinese 


[Arucle by Zhang Xuefa (1728 1331 3127) of the Grains 
Bureau, Sheyang County. Jiangsu: “Gunsmoke Every- 
where From the Northern Jiangsu Grain Purchase War™] 


[Text] This summer is the first season after the state 
released grain sales, purchases, and prices. In north 
Jiangsu, the sharpest grain purchasing war in history 
broke out. Each purchase unit competitively raised its 
purchase price at the same time the quality standard for 
grains was lowered, which brought disorder to pur- 
chasing. and the grains department was unabie to fulfill 
its function as principal channel. 

Beginning in the last ten days in June, when there was 
insufficient time to arrange harvested grains for sun- 
drying, some collective and private grain purchase units 
throughout northern Jiangsu successively hung out their 
shingles to start grain purchasing. There were at least five 
to eight grains purchase units per town in addition to the 
local grains administration office, with more than 40 of 
these units in one case. These units included supply and 
marketing Cooperatives. agncultural machinery stations, 
transportation companies and seeds stations, etc. 
Besides these, there were units which use grains, such as 
beer plants, malt plants, flour mills, and vermicelli 
plants, which purchase grains directly for use by their 
own people. These consumers were quite a large propor- 
tion of the grains purchase competitors. 


A great many of the purchasing units, in order to 
compete for grain resources, mutually raised the pur- 
chase price of beer barley from an initial 0.76 yuan per 
kilogram to a peak of 0.92 yuan; the purhcase price of 
broad beans was mutually raised from an initial 0.96 
yuan per kilogram to |.i2 yuan per kilogram. The price 
of wheat was raised from 0.60 to 0.64, then 0.66 yuan per 
kilogram, and even to a peak of 0.68 yuan per kilogram, 
which was 0.04 yuan higher than the state purchase price 
per kilogram. Grains using units raised the price 3 to 4 
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yuan per 50 kilograms: because the purchased orginal 
materials went directly into the factory, from onginal 
matenais to products, there were savings im labor. 
money, and circulation, so the price after rarsing was still 
reasonable for these units. Other purchasing units had to 
raise their prices very reluctantly im order to ensure 
fulfiliment of contracts, and some did not even make any 
money. In order to contend for grain resources. those 
purchasing offices which were not attached to the grains 
department rushed to purchase grains regardless of 
quality. ‘eae Ganteaadh cade cnuteet Wate which 
had a moisture content of over 15 percent, and over 3.5 
impurities. broad beans with morsture content of over 13 
percent, and more than |7 percent impuntees, wheal 
having more than 16 percent morsture content. and over 
3 percent impurities. These were ali far from the national 
medium quality standards. 

There was a town with over 20 bariey purchase units 
which changed prices every day, some even having two 
different prices within a single day. Peasants would run 
to one purchase office for a higher price al one Moment. 
and then run to another purchase office for an even 
higher price the next moment, and this brought disorder 
to the market. 


The mutual nse in the price of grains combined with 
lower quality requirements resulted in peasants holding 
back waiting for the highest bid. with only those who 
were in urgent need of moncy selling their grains nght 
away. Even those peasants sold only part of their grains. 
while chose peasants who were not in need of money a! 
the moment all sat waiting for the price to go up. 


The grains purchase war that broke out this year was 

due to the state opening up the sales and 

market for grains and oul, and releasing the 
alan ian te Gack caution, which motivated 
other units not atteched to the grains department to take 
part in purchasing. This raised the purchase price of 
grains, while lowering the quality standard for grains. 
Another reason was the effect of contract profits, which 
resulted in the peasants losing their enthusiasm for 
planting grains, and a relative reduction in the area of 
land committed to grains. The output of grains dropped. 
and one by one the grain using and operating work units 
rushed to purchase grains. 


In some grains administration offices and grains stations 
over northern Jiangsu, the busy situation of past years 
where a great many people could not find sufficient 
grains, has come to a rare calm. In one county, at the end 
of June, the grains department's assigned order of wheat 
going into the warehouse was nearly zero. The amount of 
bariey ard broad beans going into the warchouse were 
both about 2 million kilograms, which was only 6.5 
percent of the county's output. All of the grains admun- 
istration offices and grains stations altered their onginal 
method from waiting for customers 10 come 10 setting up 
multiple purchase points at the peseants’ homes in order 
to purchase more grains. However, because of the large 
quantities of grains purchased, long storage penods and 
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high costs. they Gemanded hagher quality. In addiuon. 
they only purchased at the state~dhrected price 


During the sale, buyers a the grams stanons asked for 
arrangement and sun~inving. because of the high moxs- 
ture content and kevel of umpuntes. The peasants balked 
at this and refused to sell, saying that other purchase are 
rushing t© buy whal you find unsausfactory. so the 
orginal purchasers were forced 10 watch the grains flow 
mto the hands of others. with no way 10 SOP 1 


Lashed by the mulupk purchasing channels of grams 
purchasing deparuments. the grains departments of all 
counnes are having with diffhculty aegouanng grams 
proes and oa purchases for their state ordenmg con- 
tracts. Al present, the state has reduced ws subsady t 
grains departments. and the staff of these depend chiefly 
on purchase of grams and ol t© cam a hving. The 
onslaught of the muluple purchasing channels has 
greatly lowered the morale of grains enterpnses. for this 
could have a severe effect on their income 


There ss a potenual crs lurking behind ths rush 
purchase grains. The relauve shortages of barley and 
broad beans this vear forced cach unit msuccessn0n 10 
purchase at high proces. This sent a message to the 
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peasants plant barley and broad beans an cas, #2) 1 
make Moncey. and W musi prod the peasants % Change 
theur ongimal plans. and plant more barley and broad 
beans om the fall. In next year’s sales. Gwe 00 the reswitani 
oversupply. thew lack of saleabehty m the market will 
force the price Gown, and « will be the peasants who 
suffer losses. 


Looking ai wt from another aspect. the pre bakes by 
purchasing work units and the lowenmg of quaht stan 
dards have planted the seeds for anovher disaster. Grats 
whach have a hgh mosture content of grams and large 
wunpunty coment are difficwh wo keep. and must be 
processed within a short une: if ths GS ROL possidie. 
these graums must be amanged and dred m the sun 
promupily wt rodwoe the morstwre COMISNI and wNpWTUS. 
ouherwrse they wall muldew and roi. But arrangerneni and 
Sum~Grving grains on the one hand adds to the costs. and 
on the ovher hand creates some Quantity loss. In the ond. 
these grams wall figure owt t0 a loss, without! a profit 


Rush muluple channe! purchasing of graums sowrces has 
brought on a great deal of difficwlues for the grams 
department in its effort to purchase the navonal comiract 
order of grauns. If the state assagnment Cannoli be accom 
Piushad. the consagwences are dreadful 1 comremplare 
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Li Zehou on Nation, Society, Individuals 


93CM0440A Hong Kong MING PAO YUE-KAN 
[MING PAO MONTHLY] in Chinese No 8, Aug 93 
pp 90-102 


[Article by Li Zehou (2621 3419 0624): ““How Can We 
Be Both ‘Modern’ and ‘Chinese?’’’] 


[Text] The Thesis That “When the Nation Was in 
Danger, the Philosophy of the Enlightenment Was 
Shoved Aside” Excites An Emotional Reaction 


Since 1986, when the saying “when the nation was in 
danger, the philosophy of the Enlightenment was shoved 
aside” appeared, there have been many comments about 
it, both in China and abroad. There are some who 
approve of it, and there are also many who differ with it. 
Here, I will once again explain, in a simple way, several 
points: 


The emotional reaction to the expression “shoved 
aside,’ was something I never anticipated. Originally, I 
used the expression “shoved aside,” as well as the 
statement that “the philosophy of the Enlightenment was 
shoved aside when the nation was in danger,” simply as 
a nonjudgmental description of an historical fact. There 
was no condemnation implied. What I said was that, in 
China in recent times, the modern spirit of the Enlight- 
enment, which starids for the rights, freedom, and reason 
of the individual, was forced down to a lowly position. 
This was true especially after the 1930's, during the 
passionate struggle for national survival stirred up by the 
resistance to Japan, and most especially in the regions, 
respects, systems, and (military) organizations that were 
governed or led, mainly through protracted military 
struggle, by the Chinese Communists. As I once pointed 
Out, this is in its own way historically reasonable anc 
“necessary.” Looking at it in terms of intellectual his- 
tory. since the end of the last century, eminent intellec- 
tuals have strongly stated that the prosperity and security 
of the nation and “national freedom” were higher than 
individual interests or individual freedom. They 
included Yen Fu, Sun Yat-sen, and even Ch’en Tu-hsiu, 
all of whom knew well and approved the modern 
Western concepts of freedom, democracy, rationalism, 
and the philosophy of the Enlightenment. This was also 
a reflection of the special circumstances of Chinese 
history in recent times. This view of mine, however, has 
been described again and again as “a statement that 
plainly implies condemnation” (From: Ku Hsin, An 
Historical Overview of the Philosophy of the Enlighten- 
ment in China, p 39, Oxford University Press, Hong 
Kong, 1992) or, “the whole point of asking whether ‘the 
philosophy of the Enlightenment was shoved aside when 
the nation was in danger,’ is to deny the history of the 
Chinese people’s opposition under the leadership of the 
Chinese Communist Party, to imperialism and feu- 
dalism, and the transformation of the old semi-colonial, 
semi-feudal China into a new, socialist China.” (From: 
CONTEMPORARY THOUGHT, Beijing, Number 3, 
1991). There has even been heard the absurd criticism 
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that I say it is better to be a slave of a foreign power, if 
that means there can be individual freedom. What is 
interesting is that a nonjudgmental description of histor- 
ical fact has been taken for a value judgment expressing 
“condemnation,” and moreover has produced such a 
forceful emotional reaction. Why? Is it that this problem 
of “nation, society, and individual” is today still too 
sensitive an issue, with too great meaning for the 
present? 


Not Everything Should Be Blamed on Chinese Cuiture 


If so, then it becomes even more important to discuss 
and study this question. In the above-mentioned essay 
by this writer, regarding the philosophy of the Enlight- 
enment and national salvation, I did indeed point out in 
the epilogue that at the conclusion of many years of war 
(meaning mainly after 1949), the Chinese Communists 
did not seriously study China’s special historical circum- 
stances and therefore did not abandon or revise the 
whole collection of systems, concepts, and habits that 
went with this special situation. Moreover, they became 
more intensely committed to it. Under the various 
banners of “the revolutionary tradition” and “the spirit 
of Yan’an,” as well as the “combat selfishness and rebut 
revisionism” and “ceaseless revolution” of the Cultural 
Revolution, they categorically denied modern Enlighten- 
ment philosophy, where the individual is most impor- 
tant. What was stressed was that the interests of the 
nation and “the people” were higher than those of the 
individual, even his very life (declaring also that “the 
party” jointly represented all these interests). The result 
of this was a full-scale resurrection of feudal tradition 
and dictatorial rule. The problem still has not been 
resolved to this day. We are still seriously confused over 
how to face up to and deal with the problem of nation, 
society, and individual, both in practical action and in 
theory. From the so-called “new authoritarianism” to 
extreme individualism, from the 1980's to today and 
into the future, this confusion has appeared and will 
continue to appear. 


How should this problem be studied and handled? In my 
short essay “The Tendency Toward the Philosophy of 
the Enlightenment,” I said that what is important now, is 
not to stir up any movements (including what might be 
called a ““New Enlightenment Movement”), but to create 
new forms. I have always believed that the key is not in 
thought but in systems; not in culture but in politics; not 
in how backward the people may be in their thinking, or 
the faults of traditional Chinese culture, or insufficient 
enlightenment among the masses, but in the lack of 
modern democratic procedures and legal processes that 
function effectively to establish boundaries between the 
group and the self, and to clarify the relationships among 
the individual, society, the party, and the nation, and 
their respective places in human life. Therefore, in the 
fervent debate on culture of the 1980's, I explicitly 
opposed blaming all (or most) of our faults, problems, 
and troubles on cultural tradition or traditional culture. 
The problem is not with culture, but in how to bring into 
realization the various elements and proposals of the 
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Enlightenment philosophy (such as individual freedom) 
through a series of established forms (especially legal 
forms). 


a Rule of Law in China Cannot Be Achieved All at 
nce 


Building a society governed by law is not something we 
can do all at once. In the West, it was a lengthy process. 
In China, the difficulties and obstacles are even greater. 
I believe that there are at least two prerequisites to be 
met: 


A. Modern economic and technological development 
and the emergence of a middle class. These are necessary 
preconditions for democracy in politics. Once we possess 
them, we still will not necessarily have democracy, but 
we will certainly not have democracy without them. This 
is why over the last ten years the “Foreign Investment 
Law” could be formulated from scratch and put into 
effect, unlike many other laws (such as the Constitution) 
that are only meaningless words on paper. The pragmatic 
needs of economic development and reform require that 
legislation become systematic, democratic, and effective. 
I look forward to continuing reform and implementation 
of rule by law that will begin with foreign capital and 
extend to domestic capital, and then extend beyond the 
economy to other areas. So long as there is a relatively 
robust, modern economic structure as a foundation, then 
all political forces will be constrained by the needs of 
economic development. When there is no longer rule by 
extra-economic power groups and concepts, then democ- 
racy and the rule of law, as well as the various elements 
of the philosophy of the Enlightenment can avoid being 
biown away by the wind overnight (by a military coup or 
leftist dictatorship). 


B. The emergence of civil society; just as a modern 
economy is a necessary condition for democracy and the 
rule of law, this might be a sufficient condition. After 
1949, the “revolution” destroyed the various private 
associations that China then had, though they were on no 
great scale and on no high level (they ranged from 
professional associations, associations of people from 
the same locality, and student associations to publica- 
tions for employees at the same business, academic 
societies, and various economic, cultural, and political 
clubs, to numerous religious groups and recreational 
organizations). The “freedom of association” decreed by 
the Constitution not only was not implemented, but was 
sternly suppressed, and it is the same to this day. The 
whole life of the individual, from his public duties to his 
private affairs, and from his practical interests to his 
likes and dislikes is directly governed, dominated, deter- 
mined, and controlled by “the nation” (that is, the party 
and the government) through administrative measures. 
It is not only the individual that is eclipsed; even society 
is eclipsed. 


The hope for changing this situation lies in civil society. 
Looking into the future, civil society may appear first in 
those regions where the economy is relatively prosperous 


and where economic interest and not political power 
begins to govern the lives, activities, and viewpoints of 
the people. At that time, various interest groups will 
continually emerge, and establish organizations in a 
variety of forms, including some that will represent the 
interests, ideals, and viewpoints of intellectuals. The 
growth of a strong civil society will lay the foundation for 
vigorously promoting democratic law-making and the 
freedom of public opinion, and for realizing a rational 
society that is pluralistic, tolerant, and stable, and where 
various forces keep one another in check. 


Only Through Continual, Applied Study and 
Experimentation Can We Find the Way To Be Both 
“Modern” and “Chinese” 


Individual freedom is a topic that has been much dis- 
cussed throughout intellectual history, and I do not 
intend to discuss it here. I believe that it is probably only 
after civil society is fairly well developed and mature, 
and only through national legal forms that individual 
freedom and individual rights can be realized without 
leading to anarchy. 


To sum up, relations among nation, society, and indi- 
vidual cannot be the product of any diagrammed design 
for an ideal society, nor of any academic speculation, 
including the so-called “federal system” and the “pro- 
gram for democracy.” What is important is whether we 
apply ourselves to seeking out, summarizing, accumu- 
lating, and drawing conclusions from the practical expe- 
rience of the past that we have before us; and constantly 
pursue applied study and experimentation so as to 
gradually find a way forward that is both “modern” and 
“Chinese.” For instance, in economics, “shock treat- 
ment” is not really necessary. We don’t need to carry out 
wholesale privatization. We can have a mixture of var- 
ious kinds of private ownership, collective ownership 
(like town and township enterprises) and public owner- 
ship. In politics, we need not implement universal suf- 
frage and a multi-party system right away. We can 
improve and expand present forms of government (such 
as the people’s congresses, the consultative congresses, 
and the democratic parties, as well as permitting factions 
with openly differing views within the Communist 
Party). In culture and thought, we do not necessarily 
have to adopt Western individualism. We can carry on 
the Chinese tradition of stressing interpersonal relation- 
ships and giving importance to idiosyncracies among 
people. Therefore, we don’t have to accept competition, 
profit, legal adjudication, and other basic principles of 
present-day capitalism as our absolute values and sole 
standards. On the contrary, the only way out is to study 
and reflect on Chinese tradition and modern experience 
and fashion transitional forms (for use in China) that will 
achieve (Western-style) modernization. We must accu- 
mulate small things into big ones, both in quantity and in 
quality. We must go from new wine in old bottles to new 
wine in new bottles. We must ceaselessly improve and 
progress so that China can gradually enter a new era in 
the 21st century. 
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Finally, | want to talk a little about philosophy and 
theory. The starting point for everything must be the 
“person.”’ What I call the “person,” is not the “auton- 
omous” person of individualism (this is a nonhistor- 
ical fabrication), nor is it the “collective” individual, 
as in the so-called “general will of the masses” (which 
has led to monstrous calamities). I mean the existen- 
tial individual, who should be considered to be the 
real manifestation or the applicable unit of human 
groupings. Relations between individuals and groups 
have gone through exceedingly complex changes in 
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the course of history. They cannot be commanded by 
the will of any one individual, nor are they deter- 
mined by any a priori principle. Therefore, relations 
among nation, society, and individuals cannot be 
established either on the theoretical foundation of 
individualism, nor on a design for an ideal society. 
They can only be the product of experience that 
changes ceaselessly in the course of historical devel- 
opment. This is my conclusion. (The original title was 
“Nation, Society, and Individual.” Headlines were 
inserted by the editor.) 
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Jiangxi Regulations Governing Special Trades 
93CM0416A Nanchang JIANGXI RIBAO in Chinese 
10 Jul 93 p 3 


[Jiangxi Provincial Regulations on Security Administra- 
tion of Special Trades—Adopted on 20 June 1993 at the 
Third Session of the Standing Committee of the Eighth 
Jiangxi Provincial People’s Congress] 


[Text] Chapter I—General Provisions 


Article 1: These regulations are formulated on the basis 
of the relevant laws, regulations, and policies of the state 
and in line with the actual situation in this province for 
the purpose of strengthening security administration of 
special trades, safeguarding social order, facilitating the 
healthy development of special trades, and ensuring the 
smooth progress of the socialist modernization program. 


Article 2: These regulations apply to units and individ- 
uals running hotels, engaged in seal-engraving and 
printing, and dealing in secondhand goods in this prov- 
ince. ’ 


When those referred to in the foregoing paragraph are 
doing businesses not in the nature of special trades, they 
are not governed by these regulations. 


Article 3: The people’s governments at all levels and the 
administrative offices of various prefectures shall see to 
it that these regulations are put into effect. Public 
security organs shall be in charge of the security admin- 
istration of special trades. All other departments con- 
cerned shall, within their respective fields of duties, work 
in close coordination with public security organs to make 
a success of the security administration of special trades. 


Article 4: In exercising security administration over 
special trades, public security organs must adhere to the 
principle of administration in accordance with law, 
protect the legitimate rights and interests of special 
trades, check and ban illegal operations, and prevent and 
strike at all kinds of law-offensive and criminal activi- 
ties. 


Article 5: In accordance with their actual conditions, 
units engaged in special trades shall formulate and put 
into effect various security systems and gear up the 
training and education of their personnel to raise their 
abilities to prevent, discover, and control law-offensive 
and criminal activities. They shall subject themselves to 
inspection and supervision by public security organs as 
required by law and help the latter investigate and deal 
with various law-offensive and criminal activities. 


Chapter II—Approval of Opening of Business 


Article 6: Anyone who wants to engage in special trades 
(with the exception of individual seal-engravers and 
secondhand goods dealers not buying metal scraps) must 
apply to the public security organ of the local people’s 
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government at or above the county level for a “special 
trade license” by presenting proof of concurrence from 
the department in charge of the particular trade or the 
competent authorities concerned. Within seven days 
after acceptance of the application, the public security 
organ shall process the application. 


All other requirements stipulated by relevant laws and 
regulations shall be met by the applicant in accordance 
with the prescribed procedures. No one is allowed to 
engage in a special trade without a license. 


The “special trade license” shall be checked once a year. 


Article 7: The following conditions must be met to apply 
for the “special trade license”: 


(1) The applicant must have a definite place to conduct 
production and other operations. 


(2) The applicant must have safe operations rules and a 
security management system; and 


(3) The responsible person of the applying unit or the 
individual applicant must have a PRC resident identifi- 
cation card. If he or she is from outside the country, a 
valid legal certificate shall be required. Outsiders shall 
apply for floating resident cards or temporary resident 
cards. 


Article 8: When a unit or individual engaged in a special 
trade wants to suspend, close down, or change opera- 
tions, merge with others, move to another address, 
change the name, legal representative, or line of business, 
Or sign an operational contract with someone, the unit or 
individual shall request the original license-issuing organ 
to make necessary changes in the records or to examine 
the relevant proof and certificates 10 days in advance. 


Article 9: For the processing of applications, annual 
inspections, and the issuance of licenses, the public 
security organ shall collect fees in accordance with the 
specific standards established by the provincial people's 
government. 


Chapter II1I—Hotels 


Article 10: Hotels shall keep a register of the guests based 
on their PRC resident identification cards or other 
certificates that can prove their status. For guests from 
outside the country, registration shall be based on their 
valid legal certificates. 


Article | 1: Hotels shall have special rooms or cabinets to 
keep articles and cash for their guests and shall assign 
special personnel to take care of such rooms or cabinets. 
There shall be strict procedures for putting things into 
and taking things out of these rooms or cabinets. 


Articles left over by guests shall be kept properly, and a 
notice put up so that they may be claimed by the owners. 
After the notice has been put up for three months, 
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unclaimed articles shall be properly listed and turned 
over to the public security organ for disposal according 
to law. 


Hotels shall record the guns and ammunition carried by 
guests on the basis of their arms-bearing licenses and 
shall advise them to take good care of these items. 


Storage in hotels of flammable, explosive, highly toxic, 
corrosive, radioactive, and other dangerous materials is 
strictly prohibited. 


Article 12: On discovery of law-offensive and criminal 
activities, suspicious people, criminals wanted by the 
public security authorities, or contraband goods, hotel 
personnel shall take steps to stop the criminal activities, 
put the law offenders, criminals, or contraband goods 
under control, and immediately report to the local public 
security organ. In no way shall they connive at and refuse 
to report the criminal activities or conceal and shield 
what they have discovered. 


Article 13: Prostitution, hiring of prostitutes, gambling, 
drug abuse, and dissemination of pornographic materials 
are strictly prohibited in hotels. 


Chapter 1V—Seal-Engravers 


Article 14: Seal-engravers shall require a seal-engraving 
notice issued by the public security organ in order to 
make the following items: 


(1) Seals (including steel seals) of government depart- 
ments, institutions, and their subordinate units; 


(2) Seals of social organizations; 


(3) Seals of enterprises and business seals of individually 
owned workshops and stores; 


(4) Stamps to be used together with seals. 


Letterhead stamps can be made only at the written 
request by the unit concerned. 


Individual seal-engravers shall not make seals for orga- 
nizations. 


Article 15: Public security organs shall issue seal- 
engraving notices on the basis of the following: 


(1) The document approving the establishment of the 
department, institution, or unit and a letter of introduc- 
tion from the competent authorities. 


(2) The registration certificate for the social organization 
and a letter of introduction from the civil affairs depart- 
ment. 


(3) Business license. 


(4) Proof provided by the relevant unit. 


If the seal of a government department, social organiza- 
tion, enterprise, or institution or the business seal of an 
individually owned workshop or store has been lost and 
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a new seal has to be made, the unit concerned shall make 
an announcement in the newspaper to declare the orig- 
inal seal null and void. Only with such an announcement 
can the public security organ issue a seal-engraving 
notice. 


Article 16: Seal-engravers shall have a sound manage- 
ment system for accepting and recording work orders, 
for production, quality control, and destruction of dis- 
carded materials, and for keeping and delivering finished 
products. 


Seals must be made in strict accordance with the models 
stipulated by the state. The character style and specifi- 
cations shall not be changed without permission. Seal- 
engravers are not allowed to keep specimens or make 
duplicates. Anyone who has discovered suspects for 
secretly making, forging, or imitating others’ seals shall 
promptly report the case to the public security organ. 


Chapter V—Printing 


Article 17: To accept orders for printing books, newspa- 
pers, and magazines, printing enterprises shall first need 
approval from the news and publications (culture) 
administrative department of the local couaty people's 
government. Then, with the consent of the provincial 
public security department, they shall obtain approval 
and get a license for printing books, newspapers, and 
magazines from the provincial news and publications 
administrative department and submit a report to the 
public security organ of the local county people’s gov- 
ernment for the record. Only after these procedures can 
they accept orders for printing books, newspapers, and 
magazines. 


Article 18: The printer shall have a strict system for 
recording the acceptance of work orders and other oper- 
ations, including printing, book-binding, storage, and 
delivery. It shall have a sound internal system to ensure 
safe production and successful management. And it shall 
accept inspection and supervision by the public security 
organ. 


In doing printing work for customers, the printer shall 
assign special personnel to keep a detailed record of the 
names and addresses of customers, names of the cus- 
tomers’ representatives, description of the printing work, 
quantities to be printed, and delivery dates for review 
and examination. 


Article 19: When printing publications and printed 
matter for customers, the printer shall strictly comply 
with the state regulations governing publications and 
printing. For printing publications for publishing houses 
and periodical-issuing units (editorial departments), it is 
imperative to implement the system of printing at defi- 
nite locations. 


Article 20: To print workers’ identification cards and 
passes for major events and coupons and certificates to 
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be circulated in society, the printer must have documen- 
tary proof from the customer’s superior department and 
printing permission from the public security organ. 


To print classified materials and documents, it is imper- 
ative to comply with the relevant provisions established 
by the security department. 


To accept work orders for printed matter referred to in 
the two foregoing paragraphs, the printer shall establish 
a secret-keeping, supervisory, and security system and 
assign special personnel in charge of the work. The 
printer shall not keep copies of the printed matter, 
imitate or duplicate it, or leak information about it. 


Article 21: Printing 2nd sales of reactionary and porno- 
graphic printed matter and other illegal publications are 
strictly prohibited. 


Article 22: Nonprofit-making printing plants and blue- 
print factories (workshops) set up by government orga- 
nizations, armed force units, schools, and industrial and 
mining enterprises shall strengthen their internal secu- 
rity management and accept inspection and supervision 
by public security organs according to law. To accept 
work orders from outside customers, they shall apply for 
a “special trade license” in accordance with these regu- 
lations. 


Article 23: No printing enterprise shall sell types without 
approval from the public security organ. 


Organizations buying types must write a letter stating the 
style of characters, type number, and quantity needed 
and present the letter to the designated units to purchase 
the types. 


Chapter VI—Secondhand Shops 


Article 24: In conducting their operations, including 
purchase, consigned sales, and mortgage, secondhand 
shops must carefully check documentary proof as to the 
sources of the goods and record them item by item. 
Anything suspicious shall be reported promptly to the 
public security organ. Hiding and destruction of stolen 
goods are not permitted. Records of purchase, consigned 
sales, and mortgage shall be retained for five years. 


Article 25: Metal scraps turned out from production 
operations and old motor vehicles junked by govern- 
ment departments, social organizations, enterprises, and 
institutions shall be purchased by state-designated units, 
and no individually owned secondhand shop is allowed 
to buy them. Buying and selling old motor vehicles shall 
take place in the secondhand vehicle market. 


For purchase and sales of the aforesaid items, there must 
be proof from the selling unit or the seller must have a 
resident identification card. Also required is the license 
of the vehicle. 


Article 26: No metal scraps turned out from production 
operations, discarded, and picked up by individuals shall 
be purchased and no valuables shall be accepted for 
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consigned sales or as mortgage unless the sellers present 
their resident identification cards. Without approval 
from the public security organ, no salvage station shall 
be set up near big capital construction sites, railway 
construction sites, and industrial and mining enterprises 
to purchase metal scraps turned out from production 
operations. 


Article 27: Individually owned secondhand shops are 
only permitted to buy metal scraps possessed by citizens 
themselves. They can only resell such metal scraps to the 
designated scrap-collection department. 


Article 28: No unit or individual dealing in secondhand 
goods is allowed to purchase the following items: 


(1) Guns, ammunition, and explosives of all descrip- 
tions. 


(2) Highly toxic and radioactive materials and their 
containers. 


(3) Equipment, tools, and materials used exclusively for 
railways, oilfields, postal and telecommunications facil- 
ities, electric power plants and installations, communi- 
cations projects, mines, water conservancy works, urban 
construction projects, and armed forces when offered for 
sale by individuals; and. 


(4) Other items whose purchase and transactions are 
banned by the state. 


When a secondhand shop finds that any of the items 
listed above is offered for sale, it shall promptly report 
the case to the public security organ and withhold the 
item in question. 


Article 29: Cultural relics shall be purchased only by the 
units designated by the cultural administrative depart- 
ment. No other unit or individual is allowed to purchase 
cultural relics or accept them for consigned sales or as 
mortgage. 


Chapter VII: Reward and Punishment 


Article 30: Units and individuals engaged in special 
trades with outstanding performance in security manage- 
ment shall be rewarded. Those with striking achieve- 
ments may be awarded the title of “advanced units in 
promoting public security” or “activists in promoting 
public security” after the public security organ has 
reported their achievements to the people’s government 
at and above the county level and the said people's 
government has agreed to award the title. 


Article 31: Those who violate these regulations by 
Starting their business without a “special trade license” 
or failing to change the registration, as required, within 
the prescribed period shall be given warning and ordered 
to make correction before a deadline. If the case is 
serious, they shall be forced to close their business, and 
their illegal gains confiscated. 
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Article 32: Those who violate Article 13 of these regula- 
tions shall be punished in accordance with the ““Regula- 
tions of the People’s Republic of China on Public Secu- 
rity Management and Punishment.” In addition, either 
they shall be ordered to make correction within a pre- 
scribed period or their “special trade licenses” shall be 
recalled or revoked according to the seriousness of their 
cases. 


Article 33: Those who violate these regulations with any 
one of the following listed acts shall be given warning 
and ordered to make correction within a prescribed 
period. If the case is serious, their illegal gains shall be 
confiscated, and their “special trade licenses” shall be 
recalled or revoked. 


(1) Making seals without valid documentary proof as 
required. 


(2) An individual seal-engraver makes seals for an orga- 
nization. 


(3) A seal-engraver keeps the specimen of a seal or 
imitate it. 


(4) A printing enterprise without a definite location 
prints publications for publishing houses and periodical- 
issuing units (editorial departments). 


(5) Unauthorized printing of workers’ identification 
cards and passes for major events or coupons and 
certificates to be circulated in society; or 


(6) Selling types without approval from the public secu- 
rity organ. 


Article 34: With regard to printing and selling reac- 
tionary and pornographic printed matter in violation of 
Article 21 of these regulations, the illegal gains and illegal 
publications or printed matter shall be confiscated. If the 
case 1s serious, the “special trade license”’ shall be 
recalled or revoked. In addition, the key and directly 
responsible personnel shall be subject to a fine of no 
more than 3,000 yuan according to the seriousness of the 
case. 


Article 35: Those who violate these regulations with any 
one of the following listed acts shall be given warning, 
ordered to make correction within a prescribed period, 
or subject to a fine of no more than 1,000 yuan. If the 
case is serious, their illegal gains shall be confiscated, and 
their “special trade licenses” recalled or revoked. 


(1) Setting up, without approval, salvage stations near 
big capital construction sites, railway construction sites, 
or industrial and mining enterprises to purchase metal 
scraps turned out from production operations; 


(2) Individually owned secondhand shops buy metal 
scraps turned out from production operations or junked 
motor vehicles; or 


(3) Buying banned items listed in Article 28 of these 
regulations. 
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Article 36: Those who continue to engage in special trade 
after their “special trade licenses” have been recalled or 
revoked by the public security organ shall be forced to 
close down their businesses. In addition, their illegal 
gains shall be confiscated, and a fine of no more than 
5,000 yuan imposed on them. 


Article 37: Cases that seriously violate these regulations 
and constitute crimes shall be prosecuted by the judicial 
department so as to determine their criminal liabilities 
according to law. 


Article 38: For the collection of fines, receipts made by 
the financial department must be issued. All incomes 
from fines and confiscation shall be turned over to the 
financial departrnent. 


Article 39: Punishment stipulated in these regulations 
shall be enforced by the public security organ. Public 
security personnel who practice favoritism, blackmail, 
embezzlement, and bribery while enforcing these regula- 
tions shall be given disciplinary punishment by their 
units. Serious cases that constitute crimes shall be pros- 
ecuted by the judicial department so as to determine 
their criminal liabilities according to law. 


Article 40: Units and individuals disagreeing with the 
administrative decision on their punishment may 
request reconsideration of the decision according to law. 
If they disagree with the conclusion of the reconsidera- 
tion, they may file an administrative suit to the people's 
court. If they do not request reconsideration or file an 
administrative suit within the time limit set by the law 
and refuse to receive the punishment required by the 
administrative decision, the department making the 
administrative decision shall enforce the punishment 
according to law. 


Chapter VIII—Supplementary Provision 


Article 41: The meanings of the terms used in these 
regulations are as follows: 


(1) Hotels mean guest houses, hotels, hostels, and inns, 
which provide lodging for guests. 


(2) Seal-engravers are those engraving seals and stamps 
made of various kinds of materials for customers. 


(3) Printers are those doing such work as printing, 
book-binding, plate-making, typesetting, drafting, blue- 
print-making, and copying. 


(4) Secondhand shops are those engaged in buying metal 
scraps and junked motor vehicles as well as consigned 
sales, pawn, entrusted transactions, mortgage, and 
buying and selling of secondhand goods. 


(5) Publications include books, newspapers, periodicals, 
new year paintings, pictures, wall calendars, and printed 
propaganda materials. 
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Article 42: These regulations shall take effect as of 1 | Administration of Hotels, Seal-Engravers, Printers, 

September 1993. In case of conflict between these and Secondhand Shops” promulgated on 27 June 

regulations and any previous regulations promulgated 1988 by the Jiangxi Provincia! people’s government ¢ 
by this province, these regulations shall be binding. shall become invalid when these regulations take 

The “Jiangxi Provincial Regulations on Security effect. 
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